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STUDENT FINANCIAL ASSISTANCE 
(Miscellaneous) 



WEDNESDAY, PEBRUAErY 27, 1974 

House of Eepresentatives, 
Special Subcokmittee on ' Education 

OF THE CoaXMlTlEB ON EDUCATION AND LabOR, 

Washington^ D,C, 

The subcommittee met at 9 a.m., pursuant to call in room 2257, 
Rayburn House Office Building, Wasliington, D.C., Hon. James G- 
O'Hara presiding. 

Present : Eepresentatives O'Hara and Dellenback. 

Mr. O'Hara. The special subcommittee will come to order. 

As many of you are aware, tliis subcommittee meeting yesterday in 
open markup session agreed to legislation which will, I believe, im- 
prove access to guaranteed subsidized student loans for a great many 
students from middle-income families. 

In the course of that markup session I reiterated for the record what 
I have said a number of times earlier in other places. I said yesterday 
that as chairman of the subcommittee which has jurisdiction over 
student aid pro-ams I intend to move forward rapidly and with a 
target date m this session to examine the operation ox the existing 
student assistance package, title IV of the Higher Education Act, 
and to develop a new title IV to the extent that that appears lo be 
necessary to put into place before the existing law expires on June 30, 
1975. 

It seems to me that we must move now because lead time is essential. 
If we are going to be able to give a thorough review to the program and 
make whatever changes seem to be needed we are going to have to give 
the student community, the educational community, and the lenders 
and everyone else advance notice of what it is w^e are trying to do so 
they can gear up for the new program. 

Ix could be a tragedy if we tried to put into effect modified pro- 
gi-ams without sufficient lead time so that wo would end up with 
students denied assistance while the agencies thtit deal with student 
assist ance were trying to figure out the new law. 

We want to give them ample om)ortunity to do that before the time 
comes for them to use that law. This is not, as I have said before, a 
new undertaking, nor is it something we are now just about to begin. 

On the contrary. I think the hearings and the field studies that this 
subcommittee has undertaken over the past year have been an integral 
pait of the process of review of title IV. 

But we are iiow^ ready to accelerate the process, and, with your 
testimony today wv. will, hoperully, move considerably closer to the 
conclusion of wliich I have spoken. 

(1) 
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Our ^vitllesscs today appropriately speak for those Americans for 
yliose benefit title IV is intended, and for whom whatever we develop 
in these hearings must be designed, the students in post secondary 
education. 

The National Student Lobby is an ambitions undertakiii<r to serve 
as a voice for students in all parts of the country and all walks of life. 
That oro;auization is cuiTcntly conducting a national legislative con- 
forouce here in Washington and, at their request, I have invited the 
lobby to send a group of students here today to talk about their 
experiences with student aid i)rogranis and their proposal for new 
programs. 

The witnesses arc Peter "Wong of the ITniversity of Southern Cali- 
fornia, Loe Altschnler of the I. iiiversity of California at Berkeley, 
Janet ]\rucieje\vski, who appeared before us last week as well, from 
the riiivei-sity of Wisconsin at Madison, and Bob liodriguez from the 
State Fuiversity of Xew York, 

We would appreciate it if you would proceed in whatever manner 
you have an*aiiged among you. 

STATEMENTS 03? PETER WONG, UNIVERSITY OE SOUTHERN 
CALIEORNIA; LEE ALTSCHULER, UNIVERSITY OE CALIFORNIA 
AT BERKELEY; JANET MACIEJEWSKI, UNIVERSITY 03? V^IS- 
CONSIN AT MADISON; BOB RODRIGUEZ, STATE UNIVERSITY OE 
NEW YORK; AND BEN BLOOM, PERRIS STATE COLLEGE, BIG 
RAPIDS, MICH. 

Mr. Buuar. Good morning, Cliairnian O'llara and members of 
subconnnittee. 

My name is Ben Bloom. I am a student at Ferris State College in 
Big Rajnds, ]\Iicli. I am also a member of the National Student Lobby. 

IVe wart to thank you very mnch for the opportunity for the 
Xntional Student Lobby to testify before yonr snbconnnittee on the 
administration of financial aid p'rogi*anis. "We are very gratified by 
the concern which your snbconnnittee has shown in this area, which 
is one of vital concei'u to all of (he students of this country. 

It is niy ])leasure to introduce the four members o*t* the National 
Sludeiit Lobby who will testify before yon today. Tliev are Peter Wong 
from Los Angeles, (^ilif., Bol) Bodrig'uez f roin Xew York City, Janet 
^Maeipjewski from ]\rtidisou. Wis., and Lee Altschuler from Berke- 
ley,Cnlif. 

These people will be making an onil presentation and will provide 
the snbeonuuittee with a much longer witness statement for inclusion 
in the record. 

Tt is nov; my nl ensure to introduce Peter Wong. 

'Mw Wox(}. (lood morning, "Mr. Chairnnin and members of the sub- 
comnnt^eo. T am Peter Wong, editor of the Daily Trojan at the Lni- 
ver-ity of Southern California. T am pleased to appear this morning. 

T v.onld like to confhie mv remarks to two majoi* topics and leave 
tlie re^t of niy comments for the recoi'd. As you kiu)w, the basic 
fttit]^or!".in.<r legislation for student assistance programs, the Educa- 
tion Ameiulnients of 1072, will expire next year, 

^n the consideration of new le<rislation I urge the Congress, par- 
ticularly this (H)mmittee. to contimie all present i)rograms, As you 
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know, in its budgot rctiiiosts for fiscal lOT-i and 1975, Presidont Nixon 
Ims asked for the tonnination of supplonicntal grants and new direct 
loans and has pLaced the work-study programs under a State funding 
situation. 

His attempt on two programs clearly violates the letter and intent 
of the 1972 law. Last year the Congress refused to go along with this 
Presidential suggestion. Mr. Chairnum, I believe you put the congres- 
sional response best when you reportedly told your colleagues, ''Let us 
obey the law the way we wrpte the hiw, and let us turn down the 
request of the administration that it be granted amnesty from observ- 
ing a law which it finds uncomfortable to live with.'' 

I ho])e you and your colleagues will stand hrm again this year, and 
^vlien it comes tinu"^ to draft new authorizing legislation, the programs 
high on his enemy list will be higher on the congressional retention 
list. 

Such programs as supplemental grants, work-study, and direct loans 
should be retained because they provide the flexihllity the in.stitu- 
tions re([uire in meeting the iiulincial needs of students, the support 
students receive from such direct aid programs as basic grants and 
insured loans. 

I \\ould also like to speak briefly on the basic educational oppor- 
tunity grant program wlii(*h has had a dillicult time on our campus. 
I l\a ve a few suggestions for the improveuuuit of the program. 

First, the subcommittee must insure that one workable applica- 
tion form and one workal)le coididential linaucial statement be estab- 
lished as ]>art of the regular procedures for basic o-rants. 

Students, parents, and hnancial aid ollicers will appreciate the sini- 
pliHcation of the needlessly complex procedures which currently nmst 
be followed in preparing the basic grants. 

Although a task force of the Ollice of Education has made this a 
high priority, I feel it is the sul)coiumittee's duty to see that the 
api>ropria te oirunals act and make sure this prol)lein is solved. 

Socoiul, a suggestion already made by the chairman of the subcom- 
mittee for the inclusion of a se<'lion oirthe api)licaliou form for basic 
grants .'^^o tluit a student can judge his eligibility for the program and 
estimate the size of his grant before he sends his applictUicMi lo the 
national i)rocessor. 

Thi.s self-computation section wcmld help students, parents and 
rmancial aid ollicers tremeiulously. 

Third, a ])ro('e{lure should be adopted by which students, ])arenfs 
and financial aid oHiccr.s may calculate redudions in indivithial basic 
grants if the CouiiTc-'s docs not approve the appropriation for the 
program at a full- fun diuii; level. 

If the program is funded, vsay, at 00 per ent of what are coVisidcrtd 
full-funding levels, ^vhat will be the impu 't on the individual .-^tu^lonts' 
estimated grant The interested ineinl)ers of the ])ul)lic, as ineutione(l 
al)ove, or, at the very least, national ])rocessing services shouM be able 
to determine the imi)act of appropriations at le.ss than full funding 
so that students and institutions can bo informed promptly of the size 
of thegi-ants. 

Thank you very much, and, as I say, I will file additional material 
for the record. 

ilr. EoDRiorEZ. Mr. Chairman and members of the comniittco, I 
would like to thank 3^ou for the opportunity of testifying hero today. 
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I appear here today on behalf of the Student Assembly of the State- 
University of New York, an organization representing 72 campuses, 
and 382,000 students of the State University of New York to identify 
some of the current problems of the administration of student finan- 
cial aid programs. 

The greatest problem in the administration of the basic opportunity 
grants program in its first year is the extremely late date at which 
funds for the program were appropriated. I commend the committee's 
efforts to create a unified program of Federal student financial aid, but 
such a goal is unrealistic unless BOG is funded well before the bo- 
ginning of the academic year for which the awards are to be made. 

Presently, the BOG i)rogram discriminates against low-tuition in- 
stitutions, a feature which creates pressure for increasing college tu- 
ition. Instead of developing a separate cost schedule for students 
attending low- and high-tuition institutions, the BOG regulations^ 
consider students in the same sliding schedule and then add on restric- 
tions that penalize the student attending a low-cost institution. 

No grant can be awarded that exceeds 50 percent of the cost of the 
institution, and under the present level of funding, no grant can ex- 
ceed 50 percent of the need which is defined as the difference between 
the cost and expected f aiuily contribution. 

Because of these and other restrictions, it is unlikely even at full 
funding that the program would provide significant iiid to middle- 
income students attending low-cost institutions. To alleviate this prob- 
lem, wo recommend a modified formula for low-tuition institutions 
as a supplement to the student aid programs. 

The BOG definition of the cost of attendance is unrealistic. Table 
I in my testimony will illustrate the State I'niversity of New York, 
and define the cost to be about $3,000 yearly, but the I30G regulations 
can provide only $2,400, and even this amount is exaggerated becauso 
of the regulation cited above that the BE()(t grant cannot exceed 50 
percent of the cost. 

The most important factor here is that the BEOG regulatious only 
allow $350 a year for books, supplies, travel and personal and other 
incidental expenses. Another unrealistic regidatiou is that which allows 
only $950 a year for room and board costs for tliose students who live 
off campus, but not with their parents; manv of whom have moved out 
of the dormitories because room and board charges have become too 
expensive. 

Further, no consideration is gi\*en to the differences in the cost of 
living ex])enses as they vary from rc^gion to regi(m. The difference 
between the cost of living in New York City and the upper areas of 
New York State should be taken into account when determining the 
award to v;hich the student is entitled. 

I wish to point out some other areas of im]-)ortance with regard to 
this program. The amount of parental contribution demanded under 
present BOG regulations are far too strict. ]\Eost financial aid officers 
believe that the needs analysis staudards used bv the College Scholar- 
ship Service, CSS, and the American College Testing Service, ACTS, 
are also too strict. When com])ared to the BOG regulations promul- 
gated by the TLS. Office of Education, thev would almost appear 
generous. 
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Perhaps the committee should consider using an alternate filing sys- 
tem for the BOG. By allowing the already existing agencies of CSS 
and ACT to compute the BOG awards, the program would be one step 
closer to coordinating the student financial aid package. 

Let me commend the committee and the chairman, especially Chair- 
man O'Hara, in his elforts to deal with all of these problems that I 
have mentioned. The introduction of his bill will allow students from 
families with annual incomes of up to $20,000 to qualify for fully 
subsidized guaranteed student loans of up to $2,000 shows imagination 
iind insight into the problems that middle-income students face in fi- 
nancing their post-secondary education. 

Students are often compelled to submit records of parental income 
■even though they receive no moneys from their parents toward the 
-cost of their education. Determining whether or not a student is 
financially emancipated from his or her parents is difficult. 

Thus far, the BEOG definition of financial enianoipation is fair, but 
ver;- strict. We pi*oj)ose two amendments to the Federal regulations 
governing the definition of financial emancipation. 

First, the regulations should apply the three criteria for independ- 
ence to the calendar year in which aid is requested, rather than to the 
calendar year prior to the full academic year for which aid is requested. 

This proposal would still permit documentation of the student's 
-claims by submission of the Federal income tax return. We therefore 
see no reason to include the additional semester. 

The committee might also want to midertake a thorough study of 
the college work study program. Financial aid officers in New York 
State have often complanied of the irrational fund juggling that goes 
on in this program. 

The money available to a college for the work study program often 
do not match the needs of the students at that college as well as the 
realistic employment opX)ortunities in that college's community. 

Alany institutions are left with excess or insufficient funds for the 
student needs. There has been very little cllort to study this problem, 
and little information as to why the mechanics of ('WS funding would 
vary widely from institution to institution, hut would appear to be 

area where funds aue wasted throupjh nn.sdirectiou. 

Anew method of determining the institutional approi)riation might 
closely resemble the one presently used for BEOG. 

In conclusion, I would like to thank you on behalf of the students 
of the State University of New York for your tireless efforts on our 
behalf. I hope you will find our conmients and reconnneudations 
helpful in your deliberations. 

'^^Y, O'IIara. Thank you, ilr. Ilodrifruez. 

1 am going to yield very briefiy to ]\I r. Dellenback. 

Mr. Dellknback. I apologize that I won't be able to i)articipatc in 
the normal questioning. I am, unfortunately, due somewhere else 
already. I have already read what the next witness has to say in her 
statement, and I will also make it a point to read the record and talk 
to counsel as well. 

I appreciate your input vciy much, and I have made some notes on it. 
Mv thanks and my apologies. 

Ms. Maciejewskx. Mr. Chairman, T would like to thank you for this 
opportunity to prej^cnt the views of ai)pr()ximatcly 200,000 of Wiscou- 
sins students on one of the Federal Government s most pervasive 
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student financial assistance programs, tlie guaranteed student loan 
program. 

Specifically, I would like to address my remarks to two facets of tl^c 
guaranteed student loan program; one, tlie relationship hetwecii that 
program and the new IS-year-old ago-of-ma jorify, and two, the critical 
problems faced by students in regard to the repayment of student loaus. 

Approximately 40 States have now enacted legislation whereby 
18-year-olds have all the responsibilities and almost all the prerogatives 
or other adults. One prerogative M-hich students who arc 18 years or 
older presently do not have is the ability to be viewed as adults for the 
purposes of obtaining student financial assistance. 

Although there uuiy be ^'alid arguments to suppoi't the continuation 
of the pi-esent policy'to view students as children for the purpose of 
awarding aid under the various Federal grant programs, these argu- 
ments lose a great deal of their validity when one speaks about loan 
programs. 

It is the student and not the parent who has the primary responsi- 
bility to repay the loan which has been borrowed for educational pur- 
poses. Given this fact, it seems incongruous to have the amount of 
that loan based on parental resources. 

I, as others speaking before me, support the abolition of the needs 
test for the GSL program. However, I would replace that needs test 
not with a return to the status quo ante, but with a highly simplified 
needs tost based only on the student's individual resources. ^ 

This would serve the purpose of not only placing GSL loans in the 
hands of the needy lower and middle class students, but would also 
serve to recomiize that the overwhelming majority of today's students 
are indeed adults. 

This change alone, how^ever, is not sufficient to solve all the problems 
involved in student borrowing. Statistics indicate that student default 
in the GSL program as well as in the other programs is increasing. 

Although there are undoubtedly many reasons for this increase, it is 
safe to assume that one reason folates to the well-known facts that 
student costs are rising and that the normal undergraduate degi'ec 
does not i)rovide the same degree of economic security as it once did. 

^ When these facts arc coupled with the inflexible 'repayment pi'o- 
visions of the GSL program, default is inevitable. Expanded collection 
efforts and loan counseling is not the answer. 

What is needed is a repayment system based on the student's abilitv 
to pay, that is, some form of income contingency. Such a system is not 
only highly equitable because it embodies the principle of progressiv- 
ity, but it would also se^^'e to encourage and enable students to remain 
withm the repayment system. 

Taken together, the recognition of agc-of-majority and the adoption 
of an income contingent repayment f(\^tui*e serve to provide givater 
access to all students, for no longer will students need to depend on 
parental contribution which may not be forthcoming or which niav not 
be desirable and no longer will students wood fear that the amounts 
borrowed under the GSL program will not be able to be repaid. 

Thank you, Mr. Chairman. 

Mr. O'ITara. Thank you. 

Mr Altscht'Ler. Mr. Chairman, good morning. Jfv name is Lee 
Altschuler and I am speaking today as student body copresident of the 
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University of California at Berkeley and chairman of the University 
of Ualifoniia student body presidents' councih 

I would like to divide my remarks into three parts, dealing vciih 
basic opportunity grants, "tlie traditional programs and general 
remarks dealing Avitli all faeets of fmanoial aid administratlou. 

We are pleasetl with the entitlement approacli to the IMKi pn^grani 
bt't-ause v.e reaU/.e it nuiy increase aeeess to low- and middle-income 
student^?. We have eutvouuteri'd with \ C the administrative dinieulties 
whicli we fi'id might s[>ill uver into other systems and wliieli this com- 
mit t re migiit corn'rt. 

One of th(\-e [)r()l)l( ;ns is tlie tliree dilVerent overlapping deadluus 
that students nnv t uun^t to apply f<H' lliiaurial aid. In California, for 
example, the Stale Scholarship and Loan C'onnnission, which retpiircs 
the parentis ronlidential statement nmst be tiled by November JO. 

In atldition, instil ntional aid, such as college work study, XPSL 
and SE()(t, nui.-t be filed by January 15 in the year prcrding eurolh 
nuTit, again with the i)an'nt\s conhdcutial statement. On top of tliat 
tht-re is the IK )(i [)rogranu 

( )nr ^ohltion is that if ('ongress and the Ollice of Kducation could 
agree early enough in the year on what lUXr information recpiire- 
ments art% it woui<l be [)(>ssibie for the CSS ])arent\s coufi<Uuuial 
stutiiihiLt a.:(I the ACT iiuauv-iiil statement to request the Mime 
in format ion. 

Another (;il!ieuhy is the family contrib^it ion seliedule whidi v;e 
fiel creates | itriieulri* hardship on lov/er-iuiddle-inccuiie and mi<ulle- 
iivuh^c Li:t«ie!its. Wldle v;e i;*:di/e a deliberate decision was made 
sitting up this schedule to husband scarce resources, the gaih^i iuo- 
.iiithitiiin rale tuid unreasouableness (jf the PCS, CSS and lUX} 
s h 'dult > :i!"e bncimr sMidents with need to sluMdder huge loans 
or iiMiurst their families to sutler in their life styles. 

lM)r exan^ple, at the T'niversity of California there are sO^OOO 
U':*ler:rMi>funte •^nidi'Uts. Last year there were :ir),(H)() students with a 
proven Ihiaiicial neeil. Of those 25,000, 7,000 were freshmen. Of those 
7,<'i«o, only 577 requested and received BOG grants. 

To solve this problem we would request that the amount of 
piuvntal as-ets excluded from the family contribulion schedule be 
increased to i^l5,n00, if not $*i(),000. In California particularly, with 
the style of single dwelling, we feel that individuals who own homes 
are dis<*riminated against because they follow the common life style. 

In tli*^ area of categorii^il aid, when speaking of college work 
study. Sl'^Oir and XDSL, several thoughts come to mind regarding 
the etiiciency of shrinking dollars and liow they are distributed to a 
risiutr number of sc]u)ols. 

The allotment formulas of 1072, coupled with the freeze on in- 
cn^asiug dollars iMcan that some States, like California, bear the 
brunt of fiscal dissemination. In particular, while aiiproxiniately 
i*^77n niillicm ^vas available for the three programs, California re- 
ceived >^77 nullion, or 10 percent. 

At the same time, however, we enrolled over 15 percent of the 
nationwide student body in higher education. To us this is clearly 
(liscrimhiatory. We Wuld therefore su^rgest that State allotment 
formulas be changed so they are strictly tied to the State proportion 
of nijtional postsecondary enrollment. 
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would also sug<?est that the year to year cost-of-living increase 
factor be built into the authorization for these pron^ranis so that no 
grant is lost to inflation. 

Speaking now on the administrati^•o as))ects of the program, several 
thoughts come to mind. To ns it is vorv ironic tliat while tlie amend- 
ments were passed in 1972 for these ac^ts, there is still to he a ]>romul- 
gation of the regulations from the HEW regional ofiiees and yet 
now we are considering amending these regnlat ions. 

Secondly, the lack of information from 11 KW, both by lettei* and 
in person, is making a tremendous hardship on caui])uses both to 
students and financial aid officers. At V(\ we have had a letter into 
the Region 9 Office of HEW for 5 months, which has gone unanswered 

The third point is in terms of counseling. We feel that while there 
are more Federal programs now, these programs are not known 
to students until they are in the 11th or 12th grade, but at this point 
many students have already decided what courses they are going 
to take^ and have been tracked into either vocational programs or 
academic pi-ograms. 

For this reason we feel that infoi*mation I'egarding financial 
aid programs should be available to students in the eighth and 
ninth grades, when they are making the decision whether to pui'sue 
a vocational or academic course. 

Lastly, we would request that a greater allowance be made for the 
BOG and FISL prorrrams. At the ITnivei'sity of California, anproxi- 
mately $2,3 million is spent on these programs. This money does not 
come from the State, nor does it come from the university. It comes 
from the student fcv-s; and we would request that instead of students 
paying^ for the administration of this program, the Federal Govern- 
ment pick up this cost. Thank you, 

Mr. O'Hara. Thank you very much. 

I can say, without qualification, there has been no occasion in the 
brief time that I have been chairman of this subcommittee when I 
have gotten so much food for thought in sueh a short period of time 
and in so few words, 

I want to compliment all of vou for the wnv in which you have 
presented your testimony, T understand Mi\ Wong has been trained 
in these talents by a master, Senator Metcalf . Is that correct ? 

Mr, Wong. That is correct, Mr, Cliairman, 

Mr. O'Kara. Senator Metcalf, as you know, is very good at smn'ng 
a lot in a few words. I can see where you ha^'e a can i red that from him. 

Let me review some of your suggestions. T think ]\rr. Wouqr, my 
own feelings before we complete these hearings — T m^rht chauire 
my mind as we go aloufr — is that we must have institutioual-bnsed 
programs for student aid officers to put flexibility into the system. 
OthPTivise, it is too inflexible. 

There must be a continuation of some form of institutional-based 
.<?tudent aid to allow adjustments to particular problems that arise. 
T don't think we can go entirely to individual entitlement and 
direct assistance. 

T think vour su£r£restions about simplifvinfT p*rant applications, 
■nrovidinnr self-computation and the quiHc method to compute sliort 
form-^, appropriations, and the effect they have on inrlividual stu- 
dent's entitlement, are certainly worth our consideration. 



ERIC 



12 



9 



Mr. Rodriguez made one of the most revolutionary suggestions 
and I think most worthy of consideration, and that is that we give 
serious consideration to the vahie and efficacy of the one-half limitation. 

To me, when the one-half provisions are operating, especially one- 
half of the difference between what the student c^iii sci-ape up and 
what it is going to cost is like throwing a 15-foot line to a man that 
is drowning 30 feet off the dock. There is just no way it is going to 
help him* 

I think we have to look into whether or not those 50-percent 
requirements are helping the program or hindering. My own 
suspicion is it is hindermg. I will look into that.. 

I also enjoyed your suggestions with respect to the family con- 
tribution schedules. It is flie suspicion of a number of us on the 
committee — ^Mr. Dellenback and I particularly — that the BOG family 
contribution schedules have been ai'ranged, not with an eye toward 
the contribution in the words of the law that could "reasonably bi^ 
expected," but instead, with an eye towai'd reducing the eligible 
population and cutting down the cost of the program. 

Indeed, those figures are not what could reasonably be expectecL 
They are a long way from what could reasonably be expected, and 
we tliink in this way the program has been distorted and changed 
from the intent that Congress had. 

The statements made by Mr. Kodi'iguez and Mr. Altsohuler about 
the State-by-State allocations opens up a now area of inquiry -to ine- 
I hadn^t really lieard much about that until now, and I will see to 
it that the committee looks into it. 

I would like to explore, Miss Maciejewski, your suggestion about 
eliminating the guaranteed student loan needs tost and your ])oint 
that the student is the borrower, not the parent, and a similar sug- 
gestion by Mr. Altschuler that we exclude a larger portion of the 
parental assets on the BOG foi-m. 

There is one of the members of this subcommittee who suggests, 
and he can put forth a very forceful argument, that we ought to 
eliminate the entire assets computation; that if an asset is income 
producing, that shows up in the parental income. If it isn't income 
producing, it shouldn't have any place in the couipuiation of the 
expected family contribution. 

That argi^ent can be made verv effectively. Should we expect a 
student's family to sell the family liome in ordoi* to finance the edu- 
cation of the child? Maybe in a pei'fect woi'ld whore education is 
valued above all othoi' activities, we ought to expect that, hut unfor- 
tunately, my generation doosnt value education that highly, and 
I think it is unrealistic to expect one to sell the family home or car 
in order to finance the education. T don't think we are talking about 
people that ai-e sitting thei-e with $500,000 worth of stocks and l)ouds. 
If we are, of course, the stocks and bonds would p rot luce incouie, 
and that shows up over on the income side. 

I think there is much to be said for your sucjirestion tluit we would 
have to look at the parental financial situation only if the parents 
are fi^om^ to make the i*epayment. If the student is going to bo 
making the repayment, that is another matter. 

T am goinc: to have to take off for the Supi*eme Court. I don't know 
if tl)ey ai'o deciding my i^eelection over there today oi- not, but it is 
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a matter tliat is of great concern to tlie S(*.liools in my congressional 
district, ai|d we are a party to tlie siiit, so I do want to get over tliere. 

I hope you will stay around when I adjourn tliis hearing in a few 
minute? We have both the majority and minority staff membei-s of 
tlie subcommittee present. 

It may be that it is more useful 'tallying to tlicm than it is talking 
to us.^I do hope that you will stay and talk to them find tell them 
about your concerns and discuss the points that you have brought up 
in more detail with them because they are going to be helping us as 
wo go through this. 

Finally, let mo say that I congratulate the Student Lobby. I want 
to see you become an effective political force. I think you are doing 
just right. I was very impressed with the questions that I was presented 
with when representatives of the Student Lobby visited my office yes- 
terday. 

You have zeroed in on matters before the Congress that are of direct 
concern to students, not only the student assistance questions but ques- 
tions having to do Avith air fares and especially minimum wage. 

You are zeroing in on those matters that affect students personally 
and deeply, ajul I hope that you will continue on in that effort, that 
you will keep box scores on Members of Congress. 

Students now, with the IS-year-old vote, can become very effective 
political force. You haven't been so far. I hate to have to tell you that. 
But there i.s only one district that I know of where you had a real 
impact in the last election, and you had a very strong one there. 

Students have to be provided with a political memory. They know 
what Senator so-and-so is saying this woelc, or said last week, but they 
can't remember because they weren't politically oriented, what he was 
doing last year or the year before that. 

You have got to provide the memoiy for them. You have got to in- 
foriii them not only what Senator po-and-so is saying today, but what 
he was doing last year, 2 years ago. and ?> years ago ; what he was doing 
when votes came before the Senate, and Members of this Ilouhio the 
same way. 

Students can be a very effective political force, and I think we will 
have a better political system when they do. 

Tliank you very much for coming, I am going to have io run as 
fa.st as niy aged legs will carry me if I am going to get a seat at the 
court. 

The subcommittee stands in adjournment, subject to the call of the 
Chair. 

[Whereimon, at 9 ;35 a.m. the subcommittee adjourned, subject to the 
call of the Chair.] 

Prepared Statement of Lee ALT.scnri.ER, ro-pRESH)EXT, XJni\^rsity of 
Caofornia at Berkelet 

Mr. Chairman and mombers, my name is liCe AUsohnlor and I jim Student 
Body Co-President at tbe University of California at Berkeley. I am speaking? to 
you today in my capacity as chaiman of the nine campus University of California 
Student Body Presidents' Council. I am very pleased that you have allowed us 
the opportunity to speak to you today about student financial aid. There is no issue 
that has been more important to our organization during the last years than 
securing adequate levels of student aid. 

I would lilce to divide my te.s'timony into throe portions in order discuss 
our thoughts on 1) Basic Opportunity Grants program (BOG) 2) rCho three 
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traditional aid programs NDSL, CWS, and SEOG and 3) tlie Guaranteed Student 
Loan program. 

BASIC OPPORTUNITY GRANTS 

On the whole we have been very pleased with Congress* willingne.ss to expand 
student aid and particularly with their commitment to the Basic Educational 
Opportunity Grants program. This profjram holds great promi.so in terms of open- 
ing higher education to many previously excluded a.s well as incroasing students' 
freedom to choose among different schools. We all know, that the BOG program 
will be just another hollow promise unless adequate funding is provided. My 
purpo.se today, however, is not to discuss levels of funding, for, we already know 
what amount of nu)uey will be needed to make BOG work, it's up to C(mgress, 
with all the support student groups lilce ours can muster, to make sure sufficient 
fund.sftre available. 

I would like to speak to you briefly, however, about an administrative aspect of 
the BOG program that is causing some serious problems in our system and suggest 
to you how we think you can correct this problem. 

in California, tliere are now three different ways to apply for student aid, 
each with a diltereut set of deadlines and dates when awards are auuouueed. 
For a typical UC student applying for all available forms of aid this means A) 
Applying for California State Scholarships by Xovember 20 of tlie ycvir pre- 
ceeding enrollment; this also includes fdlng a College Scholarship Services 
Parents' Confidential Statement; B) Applying for institutional aid controlled by 
the University (CWS, SEOG, NDSL) and filing another PCS by Jaumiry 15 
of the school year preceding enrollment; and C) This year waiting until April 1 
for BEO<i applications to be available so he can fill out still aTu)ther typo of 
parent financial statement and wait for another six weeks to find out his eligibil- 
ity. 

Meanwhile, if he/she plans on being a first time freshman at UC he must have 
all applications in by ilarcli 1, long before ho has an idea of the amount of aid he 
will be receiving (If any). The programs mentioned above in *'A" ami "B" an- 
nounce awards in April. Since thev don't know for sure what the BOG payments 
schedule will be thev can only estimate BOG eligibility for students ami adjust 
bis award accordingly. All this is done Vcjore the student applys for BOG, 
receives any notilication of his eligibility, or in some cases, before he even knows 
he was supposcnl to apply for some program called "BOG*'. 

All this is very confusing and trying for students, their parents, and for our 
school's linancial aid officers. The red tape involved here also results in less 
California stmlents applying for IlOG than would if there were not such a 
confusing array of programs with deadlines scattered throughout the year. 

In order to relieve s(nne of this confusion we would like to sugf^est the fol- 
lowing change in the administration of the BOG program. If C\)ugress and the 
Office of Education could agree carlii cnouf/h in the year on what information will 
be retpiired on tlu» BOG application form, it would be possible for the CSS— PCS 
and the xVCT financial statements to request the same inr()rn)ation. If in con- 
junction with this change, agrcenunit ou the payments schedule for BOG could 
be arrived at by November 1, of each year. It would then be possible to notify 
students and the schools to which they are applying of exactly how much BOG 
mou(»y will be available for that student at the same time as other data is 
developed to determine his/her eligibility for state and/or instUnf-jonal aid 
programs. Since all students at UC applying for institutional aid are re- 
quired to iile a CSS— PCS form, this change would eliminate nuich confusion 
and improve the institution's resources. Similar benefits icouhl flom to the other 
public and private institutions in California since they operate on very similar 

^ ^Another aspect of the Basic Opportunity Grants program that I would like to 
touch on concerns the family contribution schedide. While we were pleased 
to see that the Office of Education agreed to nuxlify the treatment of social 
security and veterans benefits in certain circumstances, we believe ^hat stUl more 
changes must be made if the B0(} procjrain is to meet the needs of '.Tiiany students. 

The present BOG family contribution schedule is so constructed as to almost 
entirely exclude students with family incomes above $12,000. V/hile we recognize 
that this is a deliberate decision designed to ration the limited funds in the 
basic grant program, we cannot allow it to continue if we wish to see the BOG 
program become the real foundation of .support for equal access to post-secondary 
education The current family contribution schedule excludes many members 
of the middle class ($l2,00O>-$20,000 yearly incomes) from receiving aid that 
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they really need. The coiiibmatu)n of gallophig inflation and the unrcasonuhle 
expected family contrihntion schedules of BOG progmin and the College Scholar- 
snip Service-P0j3 are causiug severe financial problems for middle income fumilies 
and students. The situation is forcing families into debt or drastically cutting- 
back their life style and is forcing students to shoulder huge loan debts by the 
time they graduate. 

Jjet me illustrate my point with an example from the University of California. 
This year there were iSO,000 undergraduate.s in UC and approximately 25,000 
reeei\'5c*d need-based institutionally controlled financial aid. Of that 25 00O 
roughly 7000 were freshmen. Of those 7000 eligible to applv for BOG, only 577 
received BOG awards for a ciunulntive total of $136,000. Remember, that is 577 
out of 7000 who were deeme<l needy enough to receive institutional assistance of 
some kind. Clearly there is something wrong with the parents contribution 
scheilule. 

We reeomiiieud that a fairly efficient and uncomplicated way to solve this 
problem can be found by examining the treatment of *i family's assets, for it is 
here that middle iucMnne families are hit hardest. We think the solution lies in 
increasing to at least ,^5,000 and perhaps to ,^20,000 the amount of parental 
assets excluded from the family contribution schedule. This would cover the 
bulk of tlie highly non-liquid a.s.sets tied up in home ownership. California is 
characterized, unlike some other parts of the country, by single family, owner- 
occupied suburban housing. The current contiibution 'schedule di.scriniinates 
against California's common life style. A change in the treatment of uoa-Iiquia 
parental assets (>ould do much to open the BOG program to the middle class 
tt group increasingly in need of aid. We hope you will consider these changes 
soon enough so they might be implemented for the 1075-76 academic year. 

One iinal aspect of the Basic Grant program, and this could apply to all other 
aid programs as well, concerns the level of student and parental awareness of 
the existence of and amount of aid available through federal aid programs such 
as* BOG. If BOG is to have ft real impact on increasing access to postsecondary 
education for low-income and minority students, a great deal of work needs to he 
done in the early years of high school with students and their families. It is often 
during the Mth and 0th grade that low-inccnnc students and their families make 
coiwcioiis decisions that affect a student's ability to go on to postsecondary 
education. Students, parents, and counselors often dmde that its useless to 
talk abont. or phui for college in light ot the poverty of a student and his family. 
Thus dwisioiis are made for noii-academic high school programs high school 
programs which leave a student uiipreparod for and uuqualiaed to be admitted 
to many colleges such as VV. 

We believe that the Office of Education, colleges and universities, and high 
.*v*hools acroa-^ the ccnintry should team up to develop and impleiaeiit prograni.s 
Ihat would train entry-level iiigh school counselors about financial aid and how 
that infonnation can be couiniuiiicated to studeiit.s and their parents. The eiii- 
phasi.s sh(mld not only lie with ll2th grade ('(uniselors, for by then it may be too 
late to reach many low-income sludeats. Kuergy should also be focused on 8th 
ami 9th graile counsclora. Effcu-ts should also 'be made to reach students and 
parents directly to be sure that they are not left out if counselors prove inade- 
quate for the task. 

We shope Congress would encourage tlii.s kind of activity by the Office of 
Education and investigate how states and sch(M>l districts liiay* be encouraged 
to cooperate in this effort. 

CATEGOUICAL AID PUOORAMS 

The u(^>:t portion of my remarks ccnicera the three eategoriml aid programs 
administered by postsecondary iustitution^v— (\»llege Work Study, Supplemental 
Educational ()p]>ort unity (5 rants, and National Direct Student liOaiis. 

Our main concern in this area is the fact that the "freeze" on any increase 
ill funding for these programs, coupled with the increasing number of institu- 
tioiLs applying for and receiving Mich funds and the impact of inflation on these 
limited funds, is resulting in a yearly dcrlhie in the absohite number of dollars 
available under these programs for students at the T'ni versify of California We 
have experienced a drop of $flll),0(K) when our 1973-74 allotment compared to 
our 1072-73 total. We have only rweived $136,000 in basic grant funds to offset 
thiH loss, so our net losi< waH almost $780,000. This situation is also occurring at 
the California State T;ni versify system and at numerous private colleges in 
< California. 



13 



The overall effect of the "freeze" on increasing these appropriations, the 
increase in eligible institutions, the allotment formulas written into the higher 
education amendments of 1972, and the impact of inflation is seen in the results 
of the regional panel allocation process operated by the Office of Education. This 
year California schools received only 42% of their panel approved requests 
for funds under these programs, while In the state of Utah, for instance, schools 
received 87% of their panel approved requc^st. It seems to us that the manner 
of allocating these funds to the states and the freeze on increasing these fund*; 
discriminates against state's, such as California, who ar^ working very hard to 
open up postseeondary education to all income groups. Of the approximately 
$770 million available this year for these programs, California will receive only 
10% or $77 million, while euroUing 1.27 million students or 15% of national 
higher education enrollments. 

While the language setting up allotments for .^KOG and XDSL requires a 
distribution of funding based on a state's proportion oC national enrollment, it 
Is qualified by language prohibiting any state to fall below its fiscal year 1972 
allotment. This freezes us into the results produced by the old allocation formulas 
since we have not seen any increase in fluids available since 1972. The Work/ 
Study program on the other hand still contains language which apportions funds 
on a basis other than oii a strict proportional one. Again this process discriminates 
against states such as California that are working hard to increase access. 

We should also point out that inflation has eaten up nearly 25% of the constant 
dollar value oif the money appropriated for these three categorical^ aid programs. 
This fact, when coupled with the nearly 25% Increase in the number of institu- 
tions competing for these limited funds, has seen many institutions faced with 
a 50% decline in aid from these programs. 

AVe would urge Congress to do three things in the area of the three categorical 
aid programs during the next year as It prepares to extend the authorization 
granted by the Higher Education Amendments of 1072. 

1. Increase the base level of appropriations for theF^ programs by 25% to 
reflect the increa.se In eligible institutions authorized in 1072. 

2. Change the state allotment formulas so they are strictly tied to the state 
proportion of national postseeondary enrollments. 

3. Build in a permanent year to year cost of living Increase factor Into the 
appropriations for these programs so that we W(ni*t lose ground to iMflatlon. 

We think these programs are a very good comvlcmcnt to the BOG and FISL 
programs and we would like to see them adequately funded along with a fully 
funded BOG program. 

work/sti^uy 

Another aspect of this area of federal student aid which I would like to touch 
upon is the work/study program. Work/study is one of the most popular forms 
of student aid. both with students and with financial aid officers. It Is a form 
of "self-help" which does not burden the student with an excessive loan burden, 
while at the same time helping institutions of higher education and other non 
profit agencies carry on many es.sential tasks. AVe se? two major problems cloud- 
ing the horiz(m of the work/study program. 

The first is the funding problems tou(>hed on above. Tlie freeze on funding, 
plus the effects of Inflation and increased competition for limited funds has 
resulted in dwindling work/study program in the CC systeiii, AVe should hope that 
you would give first priority to the work/study program when you consider 
addition funding for the three categorical aid programs from limited federal 
resources. 

The second problem deals with the question of the proportion of work/study 
or "self-help" in a students* aid package. We note with dismay the trend towards 
greater and greater reliance on loans to finance higher education. To the extent 
that BO(i's do not grow fast enough to keep pace with inflation and rising demand 
and to the extent that tlie cat<*goriral aid program fail to grow at all. more and 
more students are told to rely on loans and summer earnings to fill the gap 
between coll<»ge costs and their expwted family contribution. 

In normal times there is a limit to how much we can realistically expect 
students to earn during summer break. In times of economic diffieulty, suminei* 
employment becomes an even less likely source of student support. Unless sources 
of school terms employment mich as work/study are developed to a greater de- 
gree than currently exists, more and more students will be saddled with huge 
loans debts when tliey leave sehord. 
42-884—75 2 
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To meet this i)roblein we urge you to develop a formula that would relate 
the three components of an aid package (loans, grants, and work) to one -another 
and then develop a funding formula that would allow for the future gi-owth 
of the work/study program so as to maintain this ratio between loans, grants, and 
work/study earnings. This would help guarantee well balanced student aid 
packages for all students and relieve the increasing pressure towards grc^ater and 
greater reliniioe on loans. 

The urgency of this problem ean l)e K-eeu by examining the current situation 
at the University of CaHfornia. In 107:2 I he anvugc indebtedness of UC graduates 
whf) had received some kind of financial aid during their undergraduate years 
was .$2100. It was not unusual for students to graduate with totijil loan debts of 
>;T-S,Ot)0 (made up of FISL, NDSL, AND TIC loans). This* trend towards loans 
is continuing unchecked at this time. We really need to estal)lisli some realistic 
balance between the proportion of loans, grants, and work in student aid package. 

ST.VTK STUDIC^'T INCKNTIVB GUAN'l'S 

We are pleased that Congress has agreed to fund the State Student Incentive 
grant rrograni for 11)74-7.1. Calirornia is ready to take advantage ot' all the 
funds offered in order to expand its already extensive student aid program. Our 
only concern, however, is that Congress ])e prepared to continue funding over a 
period of time and give the state's elmr advance information about future fund- 
ing possibilities. This is necessary l)ecause in (California scholarship conuaitnients 
are made to students for up to four years of undergraduate work, provided the 
student still deonu)nstrates financial need. A sudden withdrawal of fedeml 
matching funds could leave many students in a seri*)us bind. We hope you will 
clearly state tlie long run future funding possibilities for this program so that 
states and students may plan accordingly. 

GKXERAL AOMIKISTU.VTIVE PROBLEMS 

Before concluding this portion of my remarks it might he lielpfid if I note 
several pure administrative proiilems in this area. 

The first is the complete lack of IIKW— Otfice of Education guidelines or 
regulations for the three categorical aid programs. It is aluiost two years sic.ce 
the Higher Education Amendments of 11)72 were approved and OVj lins yet to 
issue new guidelines for the three categorical aid programs. This failure has 
caused confusion among campus aid officers. When they are confused it's students 
that suffer tlie conse(piences. 

The second prol)leai concerns the near itiipm^fiihUif!/ of obtaining infornmtiou. 
certain aT)plieations (especially KISTj forms), or g'Muu'al guidance i'vmn fUe 
Region IX office of the Office of Education. For instance, a written request 
froui one of nur Student r.obl)y staffers for some data on ll)7o-7-l a 11 cent ions 
of federal student aid to California has gone unacknowledged for over T) nu)ntbs;, 
A request f(»r additional FISL loan applications this fall Avent unanswered for 
nearly four weeks. This is simply inexcuseni>le. While we nntlcrstjind that part 
of the proi)leui might be a very high staff turnover rate (over 30*/^ ) v.'c urged 
yon to do sonu^tliing to rectify this situation. 

We understand that Congress is now considering a proposal for a "National 
Center for Educational Statistics" designed to provide better public arc(»s>; to 
Office of Education data. We see this as a very important step in helping student 
groups such as ours have a bigger role in making public policy. We hope y^Mi w ill 
guarantee student groups as well as other parts of the public full access to the 
resources of the ])roiioscd centf»r. 

One final counnent on administrative matters concerns federal allowances for 
adniinl^trfitlve costs of fhinncial aid programs. Current allowances seem to be 
inadcfpnitc to fund existing work loans in the categorical aid programs and 
non-existent when you consider BOG and FISL. It*s the student, at least in 
California, who makes up the difference between federal allowances and real 
costs. At C(\ students pay for tliis through their registration fee. Currently 
110,000 T'S students pay million a year to finance the administration of 
financinl aid. This is the ease in many other California schools as well. We hoj)e 
yf)u win keep this in mind a.^ yon r( examine financial aid programs during the 
next year. 

GITAUAXTICEI) STUDENT LOAN PUOGUAM 

The final portion of my testimony deals with the Guaranteed Student Loan 
program. This program has attracted increasing attention in recent years because 
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it is tlic only fodcrallv .subsulizoa aid program for nu(Ullo ineoiuc families— a 
group tluit is increasingly hard hit with the rising' cost of college. ^pror.fc 
Ti e change in GLP eligibility made in li)T2 has Had real dctrniicntal effects 
in the UG system. As you can see from onr Appendix C volume has dropped 
off considerably Tn the last year. At UC^I.A, for uistance, we have seen a drop 
of 279b in the number of students receiving CfLP loans and a drop ol 31% in 
the total dollars invarded to UCLA students. Similar llgur(^s could be presented 

^'*We urgeTou"^^^^^ the old system of not requiring studLMits from families 

with adjusted incomes of {?in,OaO or less to lUe a stalenumt proving ii^^'<l-J;]\e 
red-tape and confusion caused by this reciuiroinent hns excluded many studen.s. 
Furthermore, despite attempts by the chairman of this committee to clarify the 
intent of Congress and thus give bankers more llexibility in approving loans, 
many students are still turned down because on paper they laek need. 

Another verv serious problem in ('aliforuia is the fact that many banks have 
a blanket policv forbidding leans to lirst year students and persons ovov the age 
oi* •»(} who are m)t vetenuis. They justify this because they eoiisulev t u^se groups 
to be "high risk" groups likely to default on their loans. The banks reluctance 
to loan here is understandable given their obligations under the program; 
However, we still must protest the effect this policy has on many needy students, 

Oue solution to this probUmi currently ]>eing tried in Caluornia, especially 
lit rc and nuiuv private eoUeges, is for the institution to beconie a lasji 
lender on its o.vii. Tliev then make loans to many of tliese "riskier students. 
Thi.s is one way they attempt to aid these large groui)S of students currently 
(^xehnbMl from the KlSL program, ilouever, its (piite H.<ely that, in spite of the 
best etTtn-ts of the histitutioiis to ensure a low default rate, they will experience 
a higher default rate than banks, who in one sense, -skini oft the ^est risks 
We know that mueli attention has been fnensed on the delanlt rate under the 
GLP pnjgram. We hoi)e that you will take into eonsiderntuai the special problems 
that institntions are trying to solve when they enter the CILP program Terbaps 
you should expect and plan for two dilTereiit ie^els ol detanUs. one for bankb 
and One for institutions. 

LOAXS DKFAULTS 

The most critical issue facing the CiLP progrnni today is the defaiUt rate 
among outstanding loans. I would now like to brieily explore what we see as 
the factors behind defaults and bow the rate might be h)wered. 
We see three factors that affect the default rate. .„ 
1 A simple attitade by some irrespcmsil)le students that they v.iP. never repay 
the money because the Federal goveriiment guarantees the loan and no ou« 

2^7nad^mmte^ information and plamiiiig by the str.dea*- ab<ait the 

size of his monthly payments and how to tit them into his pers..m.l or family 

^^a."A simple problem of too great a monthly payment compared to a person's 
income earlv ill his/her working career. 

Vs to the first problem, we can only condemn such irivsprinsible p-rsnus and 
urge von to develop a staff to pursue siu^i per.s'(,ns niid seek lull repayment. 
We see them as free loaders who jeopardize the fnture education of tboiisancls 
of needy students who are only asking a chance to borrow money for their 

''"^irregard to the seecnid problem we see a need for ycmr to require an '-exit;* 
hit("view for all students receiving GSLP loans before they leave m bnol. ^ his 
would be similar to the rcipiireiaents by the XI>«I^ program. Siieb an IlllervIe^^ 
eould be used to do several very critical tasks ; , , , ^ i • 

(a) Tiii')^^^^ the stmlent of the size of his total debt and wlu u he must begin 

''^^^no"lnform his of his legal ol)ligatioiis and the cons(;queii(vs of defauU.^ 
(c) Advise him of the size of his money paymeats and the impact thej might 

'"[cirAt;!~ll;m^^^^^^ stua.nt .ni.ht have about his povson:,! .^,.unp:.... 

Such exit iutcrviewH could lu- coiulwtcd ou a srouD 1 :;sis aiul •-•li.l !■<; I'fffctivc. 
SclioDls Miould 1)0 ai'siKiiatcd lis n-r^pousiblc for coudju-uiiK Uirso i sU iiitcrvu_ws 
in conjunction with loiidiiig affpncios Au iidiiuiiislvaiiv;.. iid.nv:ui<'(. oi 1 
wmld «H.iii to b.- a reasonable way to nuance tb(-se om ^.t(.rv,e^^ > e Ibmk 
tl i" i< a verv i.ul.nrtant step towards loweriiis tlie Vlt^h deiau t rate. 

()„p fill' 1 ^vav the OSLP program can be adjusted to curtail defaults would 
be to Ucvelop a form of graduated repayment at GSLP loans. If we accept that 

o .19 
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the early years ot a working career are the hardest ones in which to nuike 
extensive loan repayments, a graduateU reim.vnients program makes a great 
deal of sense. One way of working such a pi-ognim would be to lower the- 
payments diu-nig the first two or three years of the repayment period to the cost 
or interest only and then accelerate repayment during the last years of the loan 
period to pay ott the loan witliin the ten year limit. Such a plan could be 
presented to the student as an option at the time ho begins repayment a^ a 
m^nsof helping him/her througli the first and roughest years of his/her career. 

We think this kind of a graduated repayment plan and perhaps several vanant.H 
of it sliould be tried on an experimental I)a.sis as a means of curing the default 
problem. It would help students over the rough spots and encourage them ta 
make repaj'ments as they become l)etter able to afford them. 

In conclusion. I'd like to thank the chairman and the committee for the- 
opportunity to appear before you today. I hope you will lind niy testim(jny ut 
some value to you as you review the whole area of .student aid. 

I'd be glad to answer any questiouK. 
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APPENDIX B 

INSTITUTIONAL REQUEST FOR FEDERAL AID 1971-75-UNIVERSITY OF CALIFORNIA, BERKELEY 

1971 72 1972-/3 1973-74 1974-75 



1. NDSL.'i 

Amount requested- Level cf lending $2,750,000 $2,9?'1,9G0 53. 781. OHO $1.50^.000 

Pr.nel approved 2,730,000 2, 924,9'")0 3.155,360 4,500.000 

Amount rcq-jested- Fedsr?.! contribution 1.838,091 1,970,849 2.885.400 3. 2fi2,222 

Panel approved 1.787,105 1,934.849 2.322,324 2.139.883 

Actual award 1,493,990 1,147.534 1,026,219 962,945 

2. SE0G:2 

Amount requested 990, 4C0 1. 450, 000 1, 115, 000 2. onf). 000 

Panel approved 990,400 1.450.000 929.440 1.300,000 

Actual award 829,148 984,646 404,632 585,000 

3 CWSP' 

Amount... 1.060,000 1.936.000 1.7fi0,0C0 2,221,751 

Panel approved 1, 644. OCO 1 , 936, 000 1, 468 160 X, 221, 751 

Actual award 1,099,629 829,536 644,694 ^ 999.783 

* NDSL f?r'ncrly nrtirnal defense student lian— ciirrenMy national direct student loan. 

3 SEGO -formerly educational opportunity grant-currently supplemental educational opportunity grant. 

APPENDIX C 

TRENDS IN FISLATSELECTED UNIVERSITY OF CALIFORNIA CAMPUSES 

Number of Total 

Year students dollars 
I. Berkeley; 

1971 to 1972 2.888 53.086.524 

1972 to 1973 2, 664 $2. 828. 689 

1973 to 1974 2, 506 $2, 605. 931 

Percent ch a ngt -13 —16 

il. Los Angeles: 

August to November 1972 . ... . . 1.328 $1,650,172 

August to November 1973 976 $1,133,50;} 

Percent change —27.5 —31 



PREPAIIED STATEME??T OF KOBERT L. RoDRIGUEZ, ViCE- PRESIDENT, StUDENT 

Association op the State op Xew Vokk 

^Ir. Cliairraan, members ot the Committee, Tve would like to thank you for 
opportunity to teijtify here today. I appear on behalf of the Student Association of 
the State University of New York (SASU, Inc.) to identify currbat problem.s in 
the admin i.stration of the federal student financial aid programs. 

SASIT, Inc., a coalition of the student governments of the StatA University of 
New York (SUNY) is the corporate arm of the newly created Student A^ssemhly 
of the State University. The two organizations work together to represent and 
advocate the interests of State University students on a state-wide basis to tht? 
Board of Trustees and the Central Administration of SUXY^ as well as to t!u» 
Legislature, the Governor, and the executive agencies of the state of Xew York. 

SASU, Inc.'s counterpart, the Student Assembly, was creutecl by the Board of 
Trustees (SUNY) last spring as the official representative student governance 
organization of the University. An elected president, vice-president, and executive 
coram itt(K^, as well as the sixty-six delegates who arc elected by and from the 
students of the seventy-two canipu.sejs of SUNY, serve as an advisory body to the 
University by advocating the interests of the 382,000 students it represents. 

President Nixcm has pledged that "no student will be denied access to post- 
secondai-y education for financial reas(m.s,*' and Congress has also authorized 
such a goal in the K ducat ion Amendment a ot 1072. To stipulate here that current 
funding for the new and crucial BasLs Opportunity Grant Program is dramatically 
in.sufficient, would be a gross understatement. If* BOG is to accomplish the goals 
for which it was intended, the odly logical argument favors expanded funding of 
this program. ^Ve support, however, the position adopted by Congres>5 that the 
funding of BOG should not be increased by phasing out the Supplemental Student 
Kducational Opportunity Grant and National-Direct Student lioan Pregrams, as 
1ms been recommended by the administration. I realize that this argumr'nt has 
been exhausted, but I do i;eek to iK)int out problems in the mechanics of adminis- 
tering these i)rograms. 
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As stated iu the Higlior Eaucatioii Amendment of 1972, BOG is an ent tlement 
program which would maintain open-ended funding. Obviously, this objective was 
not met this year and until it i.s, the term "entitlement" is in eftect meaningless. 

The greatest problem in the administration of the Basic Opportiinity Crrants 
Program in this first year was the extremely late date at which the funds for the 
program were appropriated. I commend the committee's efforts to create a umhed 
program of federal student financial aid, but such a goal Is uurealistic unless I.O U 
is funded well before the beginniug of the acadeuiie ycnir ior which the awia-ds 
are to be made. The very name of ihe program 'ahudc Opportunity Grants illus- 
The award schedule for student-based programs should be 




TAP provisions stipulates that a student applying for a TAP award must also 
apply for a BOG a\yard. This provision is designed to reduce the problem or state 
and federal financial aid programs duplicating one another. We therefore reemii- 
mend ''forward funding" as early as December 1. sd that by no later than March 1, 
tlie college financial aid oflices will know exactly what the studeut's eutitlcnieiit 
is so that the student will know how much aid to expec t lor the eoniing academic 
year, l)efore he or she goes home for summer vacation. 

Presently, the BOG program discriminates against low tuition institutions, a 
feature which creates pressure for increasing public college tuition. Instead ot 
developing a separate cost schedule for students attending low and high tuition 
institutions, the BOG regulations eonyider students in the same sliding schedule 
and then add on restrictions that penalize the student attending a low-cost insti- 
tution. No grant can be awarded that exceeds m/o of the cost of tlie institution, 
and under the present level of funding, no grant can exceed r>09c of t)ie '•need ' 
which is defined as the difi:erence between the cost and exi>ected family eoiitribu- 
tion. Because of these and other restrictions, it is unlikely even at full funding 
that the program would provide significant aid to middle ineoine students attend- 
ing low-cost institutions. To alleviate this problem, we recommend a modified 
capitation formula for low-tuition inytitutions as a supplement to the student 
aid programs. ^. , . 

The BOG definition of the cost of attendance is unrealmtie. lablc I illustrates 
that the State University of New York (abbreviated SIJNY), financial aid oflieers 
define the cost of attendance at SUNY sc^hools to be about ^li.OOO a year, but the 
BOG regulations only provide $2,400, and even this amount is exaggerated because 
of the regulation cited above that the BEOG grant cannot excee d "KJ^t "f the cost. 
The most important factor here is that the BKOG regulations only allow ^<\rA) a 
year for bookis, supplies, travel, perscmal, and all other incidental expenses. 
Another unrealistic regulation is that which allows only .*?OoO a year for room 
and board costs for those students who live off-campus, but not with tlielr parents ; 
many of whom have moved out of dormitories because vooin and board charges 
have become too expensive. Further, no consideration is given to dilTcrences in 
"cost of living" expenses as they vary from region to region. The difference be- 
tween the cost of living in New York (Mty, and in Upper Sandusky siunild be tttkeu 
into account when determining the award to which the student is entitled. 

The amount of parental contribution demanded under present BOG regulations 
are far too strict. Most financial aid oificers believe that the needs analysis 
standards used by the College {^eholarsliii) Service (CSS) and the American 
College Testing (ACT) are also too strict; yet when compared to the BO(r 
regulatioius promulgated by the U.S. Ofiice of Education, they would almost 
appear generous. Although, theoretically, needs analysis is the best system for 
distributing financial aid monies, it should be employed only if the program is 
funded at an adequate level so that the expet^ted family contribution will be 
computed on the basis of how much the parent at a particular income level should 
really be expected to contribute to the college education of their son or daughter. 
It should not be awarded on the basis of how much aid the program can afford to 
award to the student. A needs analysis should be applied regardless of how much 
money is available for the i)rogram. 

Perhaps the committee should c(msider using alternate filing systems for BOG. 
By allowing the already existing agencies of CS»S and ACT to compute the BOG 
awards, the program would be one step closer to coordinating the student financial 
aid package. 

Further, this could be accompli sheed hy making ai)p Heat Ion for a BOG award 
automatic, for any student who uses these college teiJting service needs analysis 
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for ()tlier awards. It huH been a pommou compUtiut that poor publicity and coa- 
lusiou surroimding the reUitively new BOG program, the uumber of student 
applicants feii short of the program expectations. Since so many students Iiave 
to use the services of and ACT for otiier awards, tlie number of BOG awards 
would be expanded to more of those in need. It should be noted that all students 
who use tlie CJr^S or ACT forms should be made aware of its automatic ai)piication 
lor tlio BOG awards. This last provision is mentionea as tlie inherent ri^Iit to 
information that all persons should have when they submit for review and action 
nn analysis of their tinaneial status. 

Under the present guidelines of the BOG program, the student nmst fill out an 
application form. After this form is submitted and processed, the student receives 
a Family Contribution Analysis Kei>ort (FCAK) which indicates the amount of 
Jiu)ney the student's parents will be expected to contribute to tlie cost of educa- 
tion. The student and parents have little or no idea how much of an award to 
i^peet with the present procedure. This is true also of all other federal student 
linancial aid programs, both student based and campus based. At the time of 
■npplication, the student has no idea how much money he or -she can expect to 
receive. A conversion table which would allow the student antl parents to at least 
make a reasonable approximation would be helpful in two ways. First, the stu- 
dents could ^et a better estimate of their overall iinancial opportunities for con- 
tinning their education. Secondly, it would eliminate the uuwieidlv BOG award 
notification process. When a student is eligible for and award, he or she will first 
get the "rreliminary Notification of Award" notice that will show the probable 
award. When the final award schedules are determined, the student gets a "Final 
Award" notice which will show his or her actual entitlement. If BOG awards 
included a conversion table with its api)lication, similar to the conversion tables 
used to schedule awards under the New York State Kegents Scholarships and 
Scholar Incentive programs, the intermediary step of preliminarv award notifica- 
tion could be eliminated, saving time for financial aid oflicers who must administer 
them. 

Another problem in the FCAR form is the wording, which if misread, could 
jeopardize a students' application for the BOG award. The wonHng is unclear, 
in Section 4, the notice of Final Award. This v'^^tion nuist he signed by the 
student and notorized upon receipt of the fir .i-.vard. Because it is not ex- 
plicitly stated as such, many students forward their FCAR form signed and 
notorized in the initial phase of the application process, tiierehv invalidating 
the students application and forcing him or her to re-apply. 

Ths year, BO(i publicity in New York State was a failure. The applications 
did uot become available until the high schools had recessed, nmking it diifi- 
vnlt, if not impossible, to notify students of this new financial opportunity. With 
the forward funding suggested already, high school guidance counselors and 
financial aid officers could take advantage of the captive audience of students 
in every high school to publicize the BOG program. Furthermore, it would he 
a wisi? investment to appropriate a significant sum of money to finance a nuisslve 
advertising campaign using television, nnigazines, radio, and newspapers. 

With the maximum grant of $1,400 (at full funding), the BKO(i program 
is inadequate to meet the needs of low-income students, and therefore, the 
SKOG program must also be continued and expanded. The SASU membership 
oi)poses any effort by the administration to cut appropriations for SEOG. 

The administration has recently requested the abolition of the (J ua ran teed 
Student Loan Programs: the impact of which would he f(>lt hy hundreds of 
thousands of middlc-incouu* students. SASU condeums this proposal and urges 
congress to reafiirm its support for (Uiaranteed Student Loan Frognun ((iSL). 
We nrgi» Congress to eliminate or significantly readjust the needs test on GSL, 
which this year, as you know, has been the nmjor reason for the '^2^/o nation- 
wide decrease In the number of approved loan applications. 

r would like to applaud representative James O'llara in his efforts to deal 
witli this problem. The introduction of his bill that would allow students from 
families with annual inconu»s of up to .Y12{MM)() to (jnalify for fully subsidized 
guaranteed student loans f)f up to .^2,000, shows imagination and insight to the 
problems that niiddle-iueome students face in financing their post-.secondary 
education. 

Students are often compelled to submit records of parental in(»f)nie even 
though they receive no monies from the parents towards the cost of education. 
I^etermlning whether or not a student is finiinclally enmncipated fri)ni his or 
her parents is difficult. Thus far, the BKOii definiton of financai enmnclpation 
is fair, but very strict. We propose two ameiulnunits to the federal regulations 
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governing the defluitioti of finantHal emancipation. First, the regulations should?, 
apply the three criteria ti r independence to the calendar year in which aid is 
received and the calendar year prior to the academic semester for which aid is 
requested, rather than to the calendar year prior to the full academic year for 
which aid is requested. This proposal would still pennit documentation of the 
student's claims by submission of the federal income tax return. AVe therefore 
see no reason to include the additional semester. Secondly, the financial aid 
officer should be allowed a measure of discretion in determining the independent 
and dependent status of a student. Therefore, I recommend that the appropriate 
campus financial aid administrator, in extraordinary circumstances, to waive- 
any or all of the three criteria. • 

The committee might also want to undertake a thorough study of the admin- 
istration of the College Work Study Program. Financial aid officers in New 
York state have often complained of the irrational fund juggling that goes on 
in this program. The monies available to a college for a work-stud^ program 
often do not match the needs of the students at that college as well a» the 
realistic employment opportunities in that college's community. Many institu- 
tions are left with excess or insuflicient funds for the student needs. There 
has been very little effort to study this problem, and little information as to 
why the mechanics of CWS funding would vary widely from the institutional 
needs, but it would appear to be an area where funds are wasted through 
missdirection. A new method of determining the institutional appropriation 
mii^lit closely resemble the one presently used for BEOG. 

In conclusi*m. I would like to thank you in behalf of the students of the 
State TJnivervSity of New York for your tireless efforts on our behalf. I hope you 
will find our C(»mments and recommendations helpful in your deliberations. 

Phepaked ^>tatemen-t op Petek Wo^io, Editok, T^aily Trojax, University of 

SOUTIIEEN CaLIFOKNIA 

Mr. Chair'mSh' and members of the subcommittee, I am pleased to appear 
before all of you this morning to discuss Federal student assistance program.s 
on niv campus. I whuuld mention that I look at the impact of these programs n^t 
oniv from the st\ident perspective— although that is the most important— but 
also from a legislative perspective, which reflects my brief service as a staff 
assi.«^tant in the other body. 

Before I C(minient speciflcally on each program, I would like to explain why 
private institutions of post-.secondary education, including the University of 
Southern California, need Federal student a.ssistance programs. 

The University is located in Los Angeles, four miles south of downtown. (It 
should not be confused \\'ith the University of California at Los Angeles, a 
state-controlled institution eleven miles to the west.) Some 20,000 .students 
attend the university— about 10,000 full-time undergraduates, 4,000 full-time 
gniduate and professional students, and the rest part-time students. 

It has been said that access to private institutions of post-secondary educa- 
tion— including the (me thn.t I attend— is barred to students from low-income 
fan»nv^" It is also said that only students from wealthy families can afford 
to attend private univei*sitics— and that they dominate eiirollmcnti?. 

If it were not ^f^^ Federal student assistance programs, these stateu.onts 
would he correct. , . 

The cost.s at a private university have increased con>lderanly m recent years, 
at a rate of inflation much greater than that of the national economy. In fact, 
this Is one of the major reasons for the recent decline in the proportion of stu- 
dents who enroll in private institutions, although my university has not yet 
suffered hoiivilv. 

At the T'niversity of Southern California, tuition by itself was $1,800 in the 
10r>l>-70 academic year. It is $2,700 this year-^and it will ne 5?2,910 in 1074-75. 
The increa.se from 19C9 to 1073 was 50 percent, certainly more than the rate of 
inflation natit)nwide. ■ , 4n 

However tuition is onlv one part of student expenses. This year onr oince 
of institutional studies did a survey on the costs of attendance. That is atjached 
as an appendix. It indicates that student costs have risen to more than .^.000— 
and no end can be forecast to these increai=?es. ^ ^ , 

It could be truly said timt only students from wealthy fannlies can afiord 
' to attend such private in.stitutions as our university, hut they do not dominate 
our enrollment. 
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It has been «hown tliat our student body includes a greater proportion of 
those from low-income families in comparison with student bodies at other major 
private institutions in the United States. I would like to note that of a 1071 
sample of entering freshmen, 20 percent of tliem said their parents' total income 
was $10,000 or less. This compares favorably with the lin dings of a 1071 national 
freshman sample, which indicate that 18 percent of the respondents at private 
universities had parents with incomes of Ji510,000 or less. (Data is included in 
appendix A to this testimony.) 

Furthermore, the diversity in socioeconomic backgrounds of students is re- 
flected in university statistics on parental occupations and levels of formal edu- 
cation, as well as ethnic compo.sitiou of the student body. ^ Appendices B, E) 

AVhat accounts for this diversity ? 

Federal student assistance programs make the- dirt ore nee. AT i thou t them, 
private institutions such as ours would be doniiuar.ed by students from one sector 
of society— undesirable for the nation, 1 think, ur.d certainly for the institutions 
and students. 

About oO percent of our students receive some form of financial assistance 
from university, private or government sources. At our university, the student 
aid office controls J^9.7 million of a general budget of $130 million. At least $4.U 
million qomes from the Federal government under four programs. (This excludes 
' an estimated $4 million students receive under the Federal Insured ^^tudent 
Loan Program, administered by banks and other leiuling institution.^.) Only 
$2.8 million comes from university general funds. It Federal student assistance 
programs were to be discontinued suddenly, the university would have no means 
by which it could assume the additional burdens. 

You are, of course, familiar with the history of Federal student assistance 
programs. Though Federal aid to education is not a recent idea, student assist- 
ance programs really began with the Serviceman's Keadjustment Act of 1044, 
the so-cuiied Gl Bill. The National Defense Education Act of 1058, the Economic 
(Opportunity Act of 1004. the Higher Education Act of 1005, the Education 
Amendments of 1072 — these are the laws that have authorized these programs. 

You are also familiar with the three-part formula u.sed ])y college fmaneial 
aid officers — scholarsliii)s/granto, loans and jobs. As a 10G7 university report 
stated : 

"It is held that no student should receive total gift aid, no student should be 
overburdened by loan commitments against his future income, and no students 
should find it necessary to work beyond the point where his health or his aca- 
demic survival is threatened." 

When the Basic lOducational Opportunity Grants Program was enacted under 
the Education Amendments of 1072. the cons'ivssional intent was clear. The 
funding of three previously established student assistance programs — the Sup- 
plemejital Educational Opportunity Grants Program f 100.1. renamed in the 1072 
act). College Work-Study Program, and National Direct Student Loan Program 
n05.S,. Tefmmed in 1900) — was to continue at specified miuinnuu levels i)eforc 
basic ffrants could be funded. Through this action, the Congress reeoguized the 
need to supplement basic grants and insured loans. 

President Nixon's budget proj)Osnls for fiscal 1074. then, were quite disturb 
ing. In tlmt document, presented .January 20. 107^^. to tlie Congress, the Presi- 
deTit proposed the elimination of .supplemental grants and new direct loans. He 
claimed that increased funding of basic grants and insured loans, together with 
ster.dy-jstate funding of the work-study program, would provide the necessary 
assistance to students. 

This posed a problem for the Congress. The chairman of tbis subcommittee 
[Mr. O'llara] phrased the congressional response quite well. He was quoted 
as saying to another House subcommittee, "Let us obey the law the way we 
wrote the law, and let us turn down the request of the administration that it be 
granted amnesty from observing a law which it finds uncomfortable to live 
with." 

Fortunately, the Congress appropriated studcmt assistance funds for the 
1073-74 and 1074-75 academic years in accovdancc witli its own program pri- 
orities — not those ofv^thc President It took this action twice in 1073— ])Oth in the 
T'rgent Supplemental Appropriations Act, signed April 20, and in appropriations 
f^r the Departments of Labor and Health, Education and Welfare, signed 
December 18. 

YH in his fiscal 1075 budget submitted to the Congress February 4. Mr. Nixon 
persist'^ in his own course of action. He asain wants to eliminate supplemental 
grants and new direct loans and to maintain the work'-studv program at the 
present level of funding. 
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Aside from the specific provision of tlie 1972 law whicli requires ftludiug of 
three programs before basic grants can receive any money, I would like to com-, 
ment generally about these programs. , ^. 

The university has recentiy had a dramatic increase in the level of funding for 
its Federal student assistance programs. Some statistics : 

ISupplemental grants. ---The university received $251,182 under the former 
Educational Opportunity Grunts Xerogram for the 1972-73 academic year. It 
has received $522,420 in supplemental grants for the current academic yoar. 
This is double the previous year's grants. ^ , . 

Work study.— university received $332,250 in Federal funds for the 1972- 
73 academic year. Combined with matching funds from the university, students 
earned $454,97(). This academic year, the university has received $724,383 in 
Federal funds so that students can earn a total of more than $1 million—again, 
more than double the level of the previous year. 

Jjii-ect loans.— university received $1.4 million in Federal capital contri- 
buiions in the 1972-73 aciidemic y^ar to generate loans to students totaling an 
estimated $2 million. This year, the university has rt»ceived about if3 million in 
Federal capital contributions, which will generate niore than $4 million in loans 
to students. 

In all, student assistance funds at the university were incroas^ed from $2.1 
million in the 1972-73 academic year to $4.6 million thi.s year. 

Why such a phenomenal increase — especially in a year in which other institu- 
tions of post-secondary education had their allocations reduced? 

This increase cannot obviously be attributed to the rate of inflation, although 
it may have been a mhior factor in the allocations by HEWs regional panels. 
Katlier,va more vigorous presentaticm by university adnihiistrators — witii a more 
thorough docunientaticni of .student needs as a justification for increased funding 
of assistalfi^e programs — caused our situation to improve drastically. 

Universities have been forced to maice better, more detailed presentations for 
fuud.s these days. More institutions have prepared their applications for Federal 
student assistance funds nnicli more carefully — and shice appropriations by the 
ron,e:ress have not been nicreased reL-eutly, the f uiuls for various programs must 
be dividc'l nniong a growinc; nunil.*er of institutions. Conseciucntly, individual 
shares are smaller than they used to be. 

A chart uieluded as an appendix shows that funding nationally for supple- 
nunital grants, work-study and the direct loan program has remained constant 
since at least the 1972-73 academic year. 

Although this subcommittee is imi a substitute for the Committee on Appro- 
priations and uierefore cannot act on this problem, it can take the nuitter into 
accoutit when it considers the authorization levels for new legislation in 197u, 
when the present law is scheduled for extension. 

I would urge the subcommittee to reauthorize all present student assistance 
program.s— including supplemental grants, work-study and direct loans, whicli 
the Nixou ailTuinistration is determined to eliminate or maintahi at a minimum 
level, in the case of work-study. The additional programs provide the flexibility 
that institutions require in meeting the needs of students, although I fully sup- 
port the concept of direct aid to students— if this is reflected in the effective ad- 
niinistratiim of basic grant.s and insured loans. 

I would like to nuike one further observation before I comment on each pro- 
gram:. I ami others vhiirc a growing concern that students from families of niid- 
dle-ie\ei nicomes, say, $12,000 to $l.j,0OO, are caught between two extremes 
the one hand, students from low-income families qualify readily for most Fed- 
eral and state student assistance programs, because they are based almost solely 
o!i iMvul. On the other linnd, students from wealthy families can continue to af- 
ford liiiri'.er education—particialarlv in private iiniversities. 

A report of our student aid, committee in June, 1972, phra.sed this dilemnm 

onite well : . , . , , 

-Tlie consequences threaten polarii^ation of the student body into high- and 
low-income groups, with students from middle-income families depending more 
cm the Office of Student Aid to remain in school." 

Feuf^ral and state student assistance programs should be based on need. After 
all, tlie> have helped— and are helping — ^many enter institutions of higher educa- 
tion (or post-secondary education, if you prefer) who would not have been able 
to do so otherwise. However, students from middle-income families should not 
be denied access to post-secondary education, either. 
Let me turn my attention to specific programs. 



24 



Basic rail ts—Iu a special nios-sage Maroh 19. 1970, President Nixon told Con- 
gress, No qualified student who wants to go to college should be barred by lack 
of money. That has long been a great American goal ; I propose that we achieve- 
it now." This is a sentiment, I think, on which we all can agree. 

Yet since its enactment in 1972 and its initial appropriation in 1973, the basic 
grants program has disappointed many on onr canipns. Onr student aid director 
has said the program could not be fidly operative for many years to come 
Another university official— not of the office — has said the program will fail in 
its attempts to provide direct assistance to students from low-income families. 

I am not quite so pessimistic about the basic grants program. Lilce our vice- 
president for student affairs, I believe tlie program can become just as valuable 
to students as the program.s enacted in the 19t)0s. 

Part of the problem, of course, is the relatively low level of funding for this 
program— the remedy for which, of course, lies beyond the jurisdiction of this 
subcommittee. / ^ 

For the 1973-74 academic year, tlie Congress appropriated ,$122.1 million for 
basic grants, well below President Nixon's request of $622 million. I am aware 
that this particular appropriation was so low because additional funds were 
channeled into the older, establislied student assistance programs— those Presi- 
dent Nixon wanted to eliminate. 

It is perhaps fortunate that the basic grants are being distributed to first-time, 
full-time students only, so that fewer students can benefit a great deal more 
from the limited appropriation. 

S5till. however, much of the appropriation— about half— is unspent, and the 
Department of Health, Education and Welfare lias extended the deadline for 
applications from February 1 to April 1. Despite growing publicity, students 
have not applied for this program in any great numbers. One problem is that 
more than half the academic year has passed already. Another is that the maxi- 
mum available grant under this limited national appropriation is $452— whicli 
would barely pay for one four-unit claf^s at the university. So far, students on our 
campus have received only $4i),000 from the basic grants program, altliough this 
is expected to increase somewhat. 

I am encouraged by the Congressional appropriation for the 1074-75 academic 
year and by the Nixon budget proposals for the 1975-76 academic year. Tlie 
$500 million in the 1974-75 academic year ($475 million if the 5-percent impound- 
ment provision of the Dabor-KEW appropriations act is invoked) will provide 
1.1 million fresJimen and sophomores witli average grants of $430 and maximum 
grants of $945. The $1.3 billion full finiding proposed for the 1975-76 academic 
year would provide assistance to 1.7 million students at all class levels. The 
average grant would be $760; the maximum, $1,400, minus, of course, the family's 
expected contribution to the educational expenses of the student. 

However, the level of funding for basic grants is not the only problem the 
program faces. • ; ' 

The family contribution schedule for basic grants, submitted hy the Office of 
Education to both houses of Congress, is somewhat improved from that submit- 
ted Febniary 1, 1973. This subcommittee and its counterpart in tlie other body 
have, I trust, examined the schedule carefully before approval was given — or in 
this case, disapproval withheld — December 20, 1073. 

I particularly woidd caution the subcommittee as to the amounts of expected 
family contributions to a student's educational expenses during times of great 
uncertainty and anxiety over the national economy. 

I would like to make two furtlu^r suggestions for the improvement of this 
program. 

One has already been suggested by the chairman of this .subcommittee. It woidd 
provide for a section on the basic grants application form for the self-comimta- 
tion of grant.s. This would allow a stiuIcMit fo judge his eligibility f(n- the pro- 
gram and estimate the size of his grant before he sends applitation tn Hie 
processor. 

The other suggestion relates to the size of the grants if the program is not fully 
funded. If the basie grants program does not receive a full-fiuiding appropriation 
from the Congress,;.stndents, parents and financial aid officers siiould have a way 
to calcidate what 'reductions in individual grants would occur. If the program 
is funded, sny, at 60 percent of what are considered full-funding levels, what 
will be the impact on the individual student's estimated grant? The interested 
members of the public — or at the very least, the national processor.s— should he 
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able to determine tlie impact of appropriatons at less than full funding so that 
students and institutions can be informed promptly of the size of grants. 

I will have more to say about the need analyses and program applications 
under the topic of general administration. 

Supplemental grants. — ^This program was first authorized in the Higher Educa- 
tion Act of 1965 as the Educational Opportunity Grants Program. It was renamed 
In the 1972 legislation. Although more money should be appropriated by the 
Congress for this program — given the increasing number of students who Qualify 
and the increasing number of institutions that apply for the funds — no real 
problems exist in the supplemental grants program, as administered on my 
-campus. The average recipient at USC gets $800 from this program. 

Work-study, — ^This program ori^nally was authorized by the Economic Op- 
portunity Act of 1964 and included in subsequent legislation for postsecondary 
education. Again, more money should be appropriated by the Congress for this 
program, up to the authorized level of $420 million for the 1975-76 academio vear. 

Our record under the work-study program has been a guod one, I think. 
Through the spring of 1973, the university and oCf-campns nonprofit agencies 
•were able to hire some 300 students per year to work part time and earn money 
for their educational expenses, as well as to gain some vocational experience. 
The average earnings per student have been about $1,000. This academic year, 
with vastly increased funding, close to 1,000 students have been able to secure 
jobs under the program. Undergraduates have been able this year to earn as 
much as $2.75 per hour; graduate students, as much as $3.50. 

As the years have passed, the money for the program has probably been used 
more wisely than ever before. Students have been matched more readily with 
suitable jobs — those relevant to their planned careers. If there were any doubts 
as to student's reliability, they do not exist on my campus. Undergraduates have 
been found to be just as reliable as any others in the performance of assigned 
tasks. 

The program helps institutions as well as students. University offices and non- 
profit agencies are able to secure additional help — reliable help — at a fairly low 
cost. Were they forced to hire more part-time employees instead of students, 
maior problems would probably occur. 

Although not part of the scope of this hearing, the cooperative education 
program should be mentioned at this point. Tho imivorsity is interested in 
^developing programs that combine periods of full-time academic study and 
full-time work in selected business and industries. 

The Congress should view the work-study program and *;he cooperative educa- 
tion program as forms of vocational education adapted to higher education. 

Direct and insured loans — The direct loan program was first tturhorized under 
the National Defense Education Act of 1958 and renamed in 1969. The insured 
loan program was authorized under the Higher Education Act of 1965 and 
extended since then. 

Direct loans are made by educational institutions at 3% interest ; insured 
loans, primarily by banks and other authorized lending institutions, at 7% 
interest. At our' university, about 4.000 students hold a direct loan that averap:es 
$1,000; 4,000 students also hold insured loans, the average also $1,000. The 
iVderal government may subsidize the interest on certain insured loans through- 
out a student's years in colleire. 

Some of the current problems with loan programs are similar, and that is 
why I have placed them in one category for discussion. 

A most highly pnhlioized prohlpm ha« ut-en aeranlts on loans, particularly 
insured loans. liet me say that I do not condone such actions — students should 
repay loans just as anyone else Is required to do. 

On my campus, I have found that student defaults on insured loans have run 
between 6 percent and 10 percent. This Information was taken from a survey 
by United California Bank in T^os Angeles. Although this bank does not arrange 
for all the insured loans to students on our campus, it does make many of them. 

However, the rate of default on direct loans has been about 3 percent on our 
oampus-— a"bout half that of Insured loans. This statistic is nothing to rejoice 
about, though, since that rate a few years ago would have been less than 1 percent. 

Why the difference in default rates? 

Our student aid director believes that colleges and universities are able to 
maintain a current listing of students' addresses better than the banks. T5ank 
officials in I^os Angelea .^ay it takes them about one year to discover that a 
student's address ia no longer valid— and by that time, the student may have left 
Southern California altogether. q Q 
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A more important reason for the lower default rate on direct loans, though, 
is that the incentives are stronger for educational institutions to collect such 
loans. Because institutions can relend the collected money in new loans under 
a revolving fund, our student loan collectors have good reason to be aggressive. 
On the other hand, banks and other lending institutions can merelv choose to 
ask the Federal government to pick up the defaulted loans— although this is 
changing. Students have now been told more fully at the time insured loans are 
granted about their repayment obligations. 

I would like to point out some other problems with loan programs. 

A great burden may be placed on students' futures because of the rolative 
.srarcity of grants and jobs — and the availability, no matter how little, of loans. 
Some graduate students have been told by banks and other lenders that hooauso 
they have had direct loans as undergraduates, they cannot qualify for insured 
loans. Because assistance programs for graduate students have been out drasti- 
cally in recent years, these people have no other sources of aid, except that wliioh 
their institutions may provide. ^ 

Wlmt may he more disturbing is that students jn professional schools — T am 
particularly referring to tho.se in medicine and dentistry. nUhongli tl*e-o nre 
undolmtedly others — have had to borrow up to $20,000 arid $30,000 bv the time 
they earn their advanced degrees. On top of all this debt, these students are 
expected to set up a practice somewhere upon graduation. 

If this is the prospect for those who are expected to be among the nation's 
highest-paid professionals, it is no wonder that students have found ways to 
declare bankruptcy at an early age— an action that, incidentally. I do vnt and 
cannot condone. But can teachers, for example, with the salaries they will mosf- 
likely earn, hope to repay $5,000 to $10,000 in n reasonable time? 

I will comment on the means test for insured loans under the topic if gen- 
eral adminiF.tration, 

General administration — This section is devoted to comments about the prob- 
lems in the process of administering Federal student assistance urograms. 

First, and briefly, the money authorized and appropriated to' educational 
institutions for the administration of certain Federal student assistance pro- 
grams could be increased slightly. 

At the University of Southern California, for example, 17 staff members in 
the student aid oflSce process more than $17 million in university, private and 
government funds. Although much of this work is routine, the allocation of the 
controllable $J>.7 million — including ,$4.6 million in four Federal programs — 
is anvthing but routine. Ti\e office is suppo^^od to have a minimal role in tbe 
administration of basic grants and insured loans, but staff members say they 
spend more time on these than on most other programs combined. 

The basic financial aid forms — Colloge Scholarship Service, American College 
Testing Program, HEW's Basic Grants and Insured loan forms— must be 
standardized in such a manner so as to permit the use of one application and 
one confidential financial statement for all Federal student assistance programs. 
This is a high riority of a task force in the Office of Education. The subcom- 
mittee should help ensure the adoption of a workable fom. 

At the same time, the role of need analysis and the determination of the ex- 
pected family contribution to a student's educational expenses must be studied 
l)y the subcommittee A university report indicates that students are falling 
$«100 to $.^no short — that actual need is still greater than what the national proc- 
i-ssing expect in family contributions to a student's educational expenses. Tlio 
maximum average difference between the expected contribution and the actual 
amount provided by a family is $800 to $1,000. This is adjusted downward 
about $100 to $150 after a student's earnings are taken into account. Neverthe- 
less, the report's findings are similar to one that was done recently in Michigan. 
How accurate are the need analyses of the two major national proces.^-ors? The 
answer to tms question might well improve Federal student assistance programs. 

The need analysis for the determination of insured-loan subsidies on?;ht to 
be modified or done away with altogether, as provided in H.R. 12523. While such 
loans should not be made to those who clearly do not need them, the imposi- 
tion of the means test has effectively barred students from families with incomes 
of more than $15,000 from getting insured loans at all. This was not the intent 
of the law — it was merely meant to help determine which students were eligible 
for the Fedeinl interest subsidy. So I urge a cnange to ensure better acces.s to 
this program by middle-income families. ' 

The national services' tables for expected family contributions to a student's 
educational expenses are not realistic. Far too much is expected of a familv— 
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and with today's uncertain economic conditions, the esUmates of the national 
services may be far off base. ^ , ^ ^, . . 4> 

Finally, I would like to say that the forward-funding provisions for most 
Federal student assistance programs have not worked too well— particularly 
in this administration . Although this problem cannot be resolved by this sub- 
committee, I want to say that it is a disservice to students, parents and fiuan- 
oial aid officers to got such late notiru-ation of specific aid amounts. StiuUnit.s 
would like notification as early as March— not in late May or even during the 
summer. This uncertainty must come to an end- 

Mr Chairman and members of the subcommittee, this concludes my testimony. 
Tliank you once again for the opportunity to testify this mornmg. I will be 
pleased to answer any questions you may have. 

APPENDIX A 

1971 NATIONAL FIlESIIMAN SAMPLES 
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Sources: tniering rresnmen, rdn la/i. uun-e ui M.^mui ui.-i j «w«.m^... - 

Frtshmen; National Norms for Fall 1971, American Council on Education. 

APPENDIX B 

PAKENT*S OCCUPATIOTT 

Percent 

Professional 1 (physician, lawyer, professor)-- - — 1« 

Professional 2, managerial and executive (business executive, banker, 

store manager, teacher, accountant) 35 

Semi-professional, technical, small business, firm owner (programmer, lab 

technician) 

Public official or supervisor (office manager, policeman) — 

Sales trades and clerical (auto salesman, secretary, department store 

clerk ) — — " 

Sldlled, serai-skilled, general labor (electrician, machine operator, con- 
struction worker) 

Iln percenti 
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Parentis education (tiigtiest attained) Father Mother 

Grade school, soma higli school - }? 09 

High snhDOl graduate — - — 7 in 

Technical, business or vocational school beyond grade 12 / 

Some college 21 18 

College graduate. ,0 4 

Some graduate/professional work 2 1 

Higher graduate degree r ,2 7 

Higher professional degree -- 

Source: A Profile of USC Undergraduate Students. Office of Institutional Studies, University of Southern California, 1972 

APPENDIX C 

BASIC EDUCATIONAL OPPORTUNITY GRANTS PROGRAM 

Academic year 1972-73 
Authorization: None 
Appropriation : None 



31 



ERIC 



28 



Academic year 1973-74 

Authorization : Indefinite 

Nixon request: $622 million 

Appropriation: $122.1 million 

XJSC's share: $45,000 (to date) 
Academic year 1974-75 

Authorization: Indefinite 

Nixon request: $959 million 

Appropriation : $500 million ($475 million with 5% impoundment provision) 
XJSC's share : Undetermined 
Academic year 1975-76 

Authorization : Indefinite 
Nixon request: $1.3 billion 

STJPPT.EMENl^AL EDUCATIONAL OPPOBTUmTT GBANTS PBOGRAM 

Academic year 1972-73 

Authorization : $170 million 

Appropriation: $210.3 million 

use's share : $251,182 
Academic year 1973-74 

Authorization: $200 million. 

Nixon request : None 

Appropriation: $210.3 million 

use's share : $522,420 
Academic year 1974-75 

Authorization: $200 million 

Nixon request : None 

Appropriation : $210^ million 

use's share: Undetermined 
Academic year 1975-76 

Authorization : $200 million 

Nixon request: None 

COLLEGE WORK-STUDY PROGBAM 

Academic year 1972-73 

Authorization : $330 million 

Appropriation : $426.6 million, of which $156.4 million was for fiscal 1971 to 
convert program to a f orward-fundint? basis 

use's share: $332,250 (without matching fimds) 
Academic year 1973-74 

Authorization : $360 million 

Nixon requests: $250 million 

Appropriation: $270.2 million 

use's share: $724,382 (without matching funds) 
Academic year 1974-75 

Authorization : $390 mil] ion 

Nixon request : $250 million 

Appropriation: $270.2 million 

TTSC'^ «harc: Undetermined 
Academic year 1975-76 

Authorization : $420 million 

Nixon miueKt: $250 million 

FEDERAL INSURED STUDENT LOAN PROGRAM 

Academic year 1972-73 

Autiioriztttioii : Indefinite 
Appropriation : $197.4 million 
use's share: $4 million (estimated) 
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Academic year 1973--74 

Authorization : Indefinite , ^ , , 

Nixon request : $245 million ($30 million in supplemental) 

Appropriation : $245 million 

use's share : $4 million (estimate) 
Academic year 1974-75 

Authorization : IndelBnite 

Nixon reqxiest ; $310 million 

Appropriation : $310 million 

use's share : Undetermined 
Academic year 1975-76 

Authorization : Indefinite 

Nixon request : $315 million 

NATIONAL DIRECT STl-DENT IOAN I'mKiUAM 

Academic year 1972-73 

Authorization : $375 million 

Appropriation : $286 million 

USe\s share : $1.4 niilliou 
Academic year 1973-74 

Authorization : $400 million 

Xixon request : No new funds/carryover of $23.6 million 

Appropriation : $269.4 million pUis carryover of $23.6 million 

use's share : $3 milUon 
Academic year 1974-75 

Authorization : $400mllUon 

Nixon request : $5 million 

Appropriation : $293 milUon 

use's share : Undetermined 
Academic year 1975-76 

Authorization : $400 million 

Nixon reciuest:$0 million ^^^^^^^^ ^ 

Costs op Attendance— The Univebsitt or Soxttheen Califobnia 

The increasing cost of college education is a matter of considerable concern 
to students parents, educators and public officials. Factual information on the 
total cos? of attendance is urgently needed to guide federal and state agencies m 
levelopfng eUg^b lity guideUiies for student financial assistance and for verifying 
to these aiendes the estimated budgets used by the USC student aid office. 

iS cost increases are a major reason for the decline in the proportion of 
colS stiKlents enrolling in private institutions. During 1972-73 the average 
fnfni Pn«> nf attendnnce for a tiSC undergraduate woman living in the residence 
haui wfs $5 23^1^^^^^^ will need approximately $o,910 to attend 

nsv Sg he nine month 1974-75 academic year. A graduate man slmi-ing an 
airtmenrand commuting 20 miles a day spends about $5,280 during 1972-73 and 
will spend approximately $6,550 during the 1974-75 year. 

These est mates are based on a survey on the cost of attending USC con- 
ducted lyteofflcfe of institutional studies. The USC student aid office requested 
the study at the end of the spring, 1973 semester. Because of he short time avail- 
abl the survey was conducted with a small stratified ^^^J^P ^ "f "K-^adua^ 
a„d graduate in-session classes and questionnaires were distributed to students 

'"^^Ts SS;;%Ts" ofprovide information that can be confidently generalized 
to the to°nT nopulation of students, but the data do correlate well with other 
existing infomation on student costs and can be regarded as suggestive of the 
evMnsfs wMch most students do incur. There were a total of 234 respondents : 
^7% (133) were men, and 43% (101) were women ; 40% (94) were undergradu- 
a es 16% (38) were graduate students, and 44% (102) were professional stu- 
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denta. (A special effort was made to obtain Information from professional 
Students majoring in law, dentistry and library science.) 

In order to estimate total expenses for a student over the 9 month academic 
vear, information was requested on the following possible expenditures : 

1. Housing, food and related expenditures : 
Room and board to parents or guardians 
Room and/or board for residonet* hull 
Aparatment or house rent (total and student's share) : 

Non-refundable fees 
UtiUties 
Phone 

Food costs (excluding board contract) 

2. Medical/Dental 

3. Books 

4. Equipment, supplies (e.g., art or lab materials, notebook, slide rules) 

5. Laundry and cleaniiig 

6. Clothing 

7. Entertainment (including weekend trips) 

8. Travel (including holidays, and beginning and end of academic year) 

9. Exi)enses related to sorority or fraternity membership not previously 

reported 

10. Household goods and/or personal expenses (e.g., cigarettes, shampoo. 

paper products, etc) 

11. Babysitting and/or child care 

12. Other expenses 

13. Transportation: 
Car payments 
Car insurance 
Gasoline and oil 
Car repairs 

Miscellaneous transportation expenses (e.g., bus fare) 
Married students were asked to estimate costs for the above items for them- 
selves and their families, If they had children, they were also requested to esti- 
mate the dollar amount of their reported expenses that was attributable to ouch 
child. 

As appropriate cost information was analyzed by student residence, year in 
college, sex, marital status, commuting distance to USC and by whether or not 
the student was a dependent. For each expense category (e.g., rent, food, books), 
an estimate of the cost was made based on the median: mean nnd standard de- 
viation of the reported costs and on the proportion of students who had incurred 
that expense. These estimated cost items were then put together in the form of 
a sample basic budget for each different type of student (Table 1). Those basic 
budgets do not Include car and commuting costs. Estimates of transportation 
expenses are shown in Table 2 and must be added to the basic budgets of those 
students requiring transportation. 

For the 1974-75 academic year the 1972-73 non-tuition expenses were increased 
by 8.4%, and a tuition of $2910 plus $54 in fees was assumed.^ 



iThe estimate of an SA% increase in non-tuition costs was Imsort on oonsumer price 
Index forecasts from May 1973 through December 1974 as stated in the "TTLA P.usincss 
forecast for 1973 and 1974," UCL> Graduate School of Management, Septeml.er I07;i. 
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TABLE I.— ESTIMATED COST OF ATTENDANCE AT USC FOR SEVERAL STUDENT GROUPS (EXCLUDING CAR AND 

COMMUTING COSTS) 

1972 73 academic year 1974-75 icademlc year 

Nontultion expenses i Total expenses ^ Nontuition expenses i ToUl expenses 2 

Group Men Women Men Women Men Women Men Women 

UNDERGRADUATES 
Residence hall: 

Room and board $2,517 ?2.715 $6,031 $5,229 $2,728 $2,943 $5,692 $5,907 

Room only 2,351 2,549 4,865 5,063 2,548 2,763 5,512 5,727 

Sorority house 3,099 5,613 3,359 6,323 

Undergraduates at home: 

Pay parents som»»thing_ 2.143 2,195 4.657 4.709 2,323 2,379 5.287 5,343 
Do not pay parent any> 

thing 1,693 1,745 4,207 4,259 1,835 1,892 4,799 4,856 

Undergraduates In apart- 
ments: 

No roommates 3,101 3,249 5,615 5,763 3,361 3.522 6,325 6,485 

With roommates 2.643 2.791 5,157 5,305 2,865 3,025 5,829 5,989 

GRADUATESyPROFESSIONALS 

Graduates/professionals at 
home: 

Pay parents something... 1,886 1,702 4,400 4,216 2,044 1,845 5,008 4,809 
Do not pay parents any- 
thing 1,660 1,476 4,174 3,990 1,799 1,600 4,763 4,564 

Graduates/professionals in 
apartments: 

No roommates 3,102 3,068 5,616 5.582 3,363 3,325 6.327 6,289 

With roommates 2,644 2. 614 5,158 5,128 2,866 2,834 5,830 5.798 



TABLE 2.-ESTIMATES OF CAR AND COMMUTING COSTS FOR USC STUDENTS 

1972 73 1973-74 

Expense/group Men Women Men Women 

Car: 

Undergraduates: 

Car Insurance $380 $280 $412 $304 

Gasoline-oil 240 240 260 260 

Repairs 160 200 173 217 

if commute over 20 mi a day, add 80 100 87 108 

Graduatesyprofesslonals: 

Car insurance 320 180 347 195 

GasDiine-oii 210 290 228 314 

Repairs 130 140 141 152 

If commute over 20 mi a day. add 80 100 87 108 

Other transportalion (do not drive to USC) 100 100 108 loa 

Note: Some students mal<i car payments and this expense should be Included when appropriate. 
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MARRIED STUDENTS 





1972-73 academic year 


1974-75 academic year 


Group 


NontulUon 
expenstsi 


Total 
expenses) 


Nontutioin 
expenses > 


Total 
expenses 2 


With childwn 


$4, 146 


$6, 660 
8,210 


$4, 494 
6, 174 


$7,458 
9,138 



1 See table 2 for estimates of car and commuting costs. 

) Total expenses include nontuition (except car and commuting) and tuition and fees (1972-73=:$2,514; 1974-75 
estimate =$2,964). Laboratory fees are not Included. 

Note: Add approximate $1,000 more per year fur dental students. For married students with more than 2 children. 
add ^1,000 per child. 

APPENDIX E 

Beport to the Minoiutt Affairs Commission — Revised Draft: Ann I, 
MoREY Office of Institxjtional Studies 

An estimated 3,800 USC undergraduates (38%) are employed on a parttlme 
basis during the academic year, and an additional 1,500 undergraduates will 
or are seeking occasional employment. A larger proportion of USC students who 
have applied for financial aid are employed than are non -applicants. As we know, 
many minority students are financial aid applicants. Some basic statistics are 
givipn below. 

STUDENTS ATTENDING USC 





Percent 


Percent 




employed 


minority 




students 


students 


Fall 1972 group 


In group 


in group 




70 


23 




62 


30 




53 


47 






24 






17 







1 Unknown. 



The student aid office offers two types of assistance to students seeking 
employment. 

t. The Work-Study Program was greatly expanded durinj^j !^T3/74. Funded 
by the Department of Health, Education, and Welfare, eligible students are 
placed in jobs which allow them to maintain their academic responsibilities 
while paying for the portion of their educational expenses not met by scholar- 
ship, loans, or grants. Funds underwrite 70% of the student's wages, while ifte 
on-canipus or ojBC-campus (being a non-profit, public service organization) em- 
ployer is responsible for the remaining 30%, thus providing an incentive for 
such employers to hire students. 

Eligible students are those who demonstrate financial need as determined hy 
the student aid office. Students are allowed to earn up to the amount of deter- 
mined need during the course of the year. Maximum wages for an undergraduate 
is $2.75 per hour, and for a graduate student $3.50 per hour. Students may not 
gain academic credit for their employment 

This year, 375 students are already employed with projected earnings of $7o0,- 
DOO. With total potential earnings of $1,034,000 under the program, an additional 
ti.'O^^OO students will be placed on the program for the spring. 

The program has been highly successful in putting minority students in work- 
study jobs. In a report filed August 1, 1973 (see attachment) the proportion of 
work-study student from minority groups (American Indian, Oriental, Spanish 
surname, and American Negro) constituted nearly half of all students on the 
projrram during the academic year 1972-73. 

The inolusion of ofT-campus employers in the work-study program has greatly 
increased the quality of employment offered. An examination of tlie current 
off-campus employers (see attachment) reveals positions available with various 
government and philanthropic agencies. Such position as research aids, admin- 
istrative assistance, and teachers' aides are offered. Admittedly, the greater 
proportion of jobs remain clerical, particularly those on campus, but manual 
labor positions under the program are practically non-existent 
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. 2. Regular student employment (non-work study). While the work-study 
program has assisted Btndents who are eligible under the program to obtain 
employment, the majority of employed USO students are ineligible for the pro- 
gram. These students must seek employment through other means. Primarily 
because the students aid oflflce has offered a limited employment service, few 
students use the service and are helped by it. 

A major deficiency is the identification and recruitment of off-canipu.s jobs. 
The student aid oflSce presently only lists jobs where the employer has taken the 
initiative to call the office. little recruitment of employers is currently being 
done. A proposal that a fall-tlme staff person be added to carry on this function 
was not implemented In June, 1973. As a result, there are few job openings listed 
for students who do not dual if y for Work Study. Effective communication be- 
tween private employers and the university could greatly improve this situation. 
The lack of available and suitable job opportunities is equally detrimental to all 
students, regardless of background. 

The oflSce of institutional studies conducted an extensive study on student em- 
ployment. Among the recommendations made on tho basis of the results were : 

1. Tlie student aid office should greatly expand its employment service for 
non-work study students. One staff person should have as his/her major respon- 
sibilities (a) locating existing part-time job vacancies and (b) generating new 
employment opportunities through contacts with business and industry, and (c) 
assisting in the establishment of cooperative educational programs. 

2. When the expanded employmexit service is operational, a "guaranteed stu- 
dent employment'' program should be instituted as a possible source of aid for 
students who are ineligible for work study. 

3. All departmental and other university requests for student employees should 
be channelled through the student aid office. 

Current staff. The current staff for the work-study program consists of one 
suiier visor, two counselors, and two secretaries. The my raid of i>aperwork required 
to meet Federal guidelines and smooth functioning with the Payroll and Account- 
ing officas, precludes efforts for effective job recruitment with private employers. 
Thi« is unfortunate, particularly for a student who might find such an experience 
a s'lningboard into a future career. 

Jol> placeimmt. Students are still exi)ected to do their own follow-up after this 
office has provided job leads. This experience is valuable in that it acquaints the 
student with interviewing procedures. It also encourages the student to consider 
his own qualification and interests in pursuing employment, an essential step in 
career planning. 

RACIAL COMPOSITION » 
IStudint body, fall 1972] 



American Indian Black Oriontal Spanish surnam s 

Number Percent Number Percent Number Porcent Number Percent 



Underfraduate: 
FT (8,M9).. 
PT (1,107).. 



Total undorsrad (9,756).. 



Graduate: 

FT (2,419).. 
PT (4,836). 



Total sraduates (7,255). 



Professional: 
FT (2,053).. 
PT(6^)...- 



Totai professional (2,118). 
Totals 



29 


0.3 


401 


5.0 


819 


9.5 


254 


3.0 


2 


.2 


53 


4.8 


61 


5.5 


18 


1,6 


31 


.3 


454 


4.7 


880 


9.0 


272 


2.« 


7 


.3 


176 


.3 


132 


5.5 


97 


4,0 


13 


.3 


213 


4.4 


153 


3.2 


113 


2.3 


20 


.3 


389 


5.3 


285 


3.8 


210 


2.9 


2 


.1 


64 


3.1 


224 


10.9 


69 


3.4 


0 . 




2 


3.1 


4 


6.2 


0 




2 


.1 


66 


3.1 


228 


10.8 


69 


3.3 


53 . 




909 




1.393 


551 





Minorities as percantaie of total enrollment of 
19,896 0.3 4.6 7.0 2.8 



< Data taken from fall 1972 HEW compliance report. 



Note: Total foreisn student enrollment of 1,474 represents 7.4 percent of total enrollment. Total minority enrollment 
of 2,906 (excluding foreisn students) represents 14.6 percent of total student body (includins foreign students). Minority 
(txcludinf foreign students) represents 15.8 percent cf the total student body (excludinc foreign students). 
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APPEXDIX F 

[From the Dally a?rojan, Feb. 21, 1973] 

President Nixon's New^Budqex Future Course of Federal 
Financial-Aid Progkams for y'ruDENTs 

TTashinqton.— Federal nnancial-aid programs for college students may be cut 
back sharply— or increased greatly— if President Nixon's budget proposals are 
enacted by Congress, 

m?*^*!^^^ Wfe'iily contrasting prospects offered for such programs? 

The $26S.7-bilUon budget submitted Jan. 29 to Congress does reunost $622 mil- 
lion for the establishment of the Basic Opportunity Grants Program, a major new 
huancial-aid program. 

But. the budget does not include additional funds for the Supplemental Educa- 
tional Opportunity Grants Program, the National Direct. Student Loan Program 
It requests ,^250 million for the College Work-Study Program and $310 million 
for the Federally Insured Student Loan Program. 

If this isn't enough to confuse students, parents and college officials, spendinc 
on hnancml-aid programs for 1974-75 (and also for the current academic year and 
perhaps years to come) may denpend on the outcome of the impending showdown 
between the President and Congress over the budget and national priorities 
^ .nil 2?^^ ^l^l^ ^^^^^^^ '^^^'^ Because of the mO increase in tuition 

for tf>i3-i4, maldng an annual rate of .$2,700, large increa.ses or decreases in funds 
for linancial-aid programs may determine whether many students will continue 
to attend U&C — or leave because of the high educational costs. 

In I)eceml)eis the Student Aid Office reported that 190 undergraduates were 
receivmg .$159,332 in Educational Opportunity Grants for 1972-73, an average of 
$839 per student, well above the national program average of $600, 

I'nder the National Defense Stuuriit Loan Program, 481 undergraduates were 
receivmg $401,099, an average of $834 per student ; 185 graduate students were 
receiving $128,550, or $695 per student. Both figui^es were above the national 
program average of $670, 

If money for the four major federal financial-aid programs— Supplemental 
Opportunity Grants Program, College WorU-Study Program. Xurional Direct 
btuuent Loan Program, and J'ederally Insured Student Loan Xerogram— were to 
bo .suddenly reduced, the university would have no means of providing enough aid 
to make up for this loss, let alone the necessary extra moiu^y to alleviate an in- 
creas(^ in student tuition. 

Therefore, students in serious financial trouble would probably not be able to 
stay at L'SC. 

On the other hand, if additional federal money were made available, perhaps 
students would be able to continue — or start at the university. 

Two different situations concerning federal education prograniK are involvefl 
here, one affecting the current year*s spending and the other affecting tlie 1973- 
<4 programs and po.sslbly beyond. 

No one here really knows whether the budget proposals for 1973-74 will repre- 
sent an increase or a decrease in si}ending on financial-aid programs, because it is 
not yet known how much will be available for 1973-74. 

Ordinarily, the Office of Education, the agency of the r.S. Department of 
Health, Education and Welfare that administers tlie.se programs, would have 
known by June 30, 1972, how much money would i)e available for tiiese i;rograuis 
in 19i,S-74» 

Congress twice appropriated money for the department's operations, but Presi- 
d(»nt Nixrm twice vetoed the bill.s. .saying more money wa.s allocated than he origin 
v.vAl:: recommended. Congre.ss is exi)ected to tty again with another money hill 

Tbe spending figures projected for the Office of Education are based on revi.sed 
1973 expenditures, one siii>plemental money bill already enacted and another tbe 
administration hopes Congress will consider soon, and the budget proposals for 
197.V74. 

Congress may again try to appropriate more numey for financial aid than the 
President would hke to .spend, if only because tb(» total of retiuests from colleges 
for more money are simply more than the actual funds avail:ible in the current 
budget, 

"Win the budget, ri ?n, increase or decrense money for financial-aid programs? 
It can be argued it will increase greatly funds for such programs, because tbe 
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administration has asked Congress for $622 million for 1973-74 to establish 
the Basic Opportunity Grants Program, authorized in the Education Amendments 
of 11>72. 

I'nder this program, anyone 'vvho wants to attend college may get up to $1,400 
from the federal government, minus the contributions he and his family can 
make* toward his college education. 

Congress is considering the regulations under which grants may be made. 

On the other hand, it can be argued the budget will substantially decrease 
student financial aid, because the administration failed to ask for additional funds 
for the {Supplemental Educational Opportunity Grants Program and Direct 
i>tudent Loan Program. 

This action, it is claimed, violates the provisions of the Education Amend- 
ments of 11)72, because the law says that before any money can be allocated 
for the Basic Opportunity Grants Program, current programs nmst be funded 
at previous levels or better. 

At least $130.1 million must be allocated for the Supplemental Educational 
'()pI)ortimity Grants? Program, the law says ; $287.4 million for the College Work- 
Study I^ogram ; ?286 million for the National Defense Student Loan Program. 

Figures of the President's Office of Management and Budget show that for 
1071-72, these programs were funded well above these limits. 

In fact, Congress authorized $18.5 bilhon over a three-year period for aid to 
higher education in the 1072 act, though not all of this was allocated for student 
aid. However, Congress did not appropriate any of this money. 

Congress authorized $170 million for the Supplemental Educational Oppor- 
tunity Grants Program for 1071-72, and $200 million in each of the next three 
years. It authorized $330 million for the College Work-Study Program, and in- 
creases of $30 millhni annually for the next three year.s. 

Large sums were also authorized for the National Direct Student Loan Pro- 
gram. $375 million in 1071-72, and $400 million in each of the next three years, and 
the Federally Insured Student Loan Program, $1.4 billion for 1071-72, and 
in(*rease8 of $200 million annually for the next three years. 

Ail addition to the large increases in current programs and the establishment 
nf tlu* Basic OpiMirtunity (irants l^rograihs. the 1072 net also authorized funds 
for student-incentive grants by states that do not have such programs. California, 
however, already has such a program, and would not he eligible for the $100 mil- 
lion Congress has authorized for such grants over a three-year period. 

Furthermore, the 1072 act establishes the Student Loan Marketing Associa- 
tion, a government-sponsored private conwration that will serve as a secondary 
market for student loans. It will he financed by private funds, but Congress has 
anth(»rized $5 million for the secretary of health, education and welfare to help 
establish the orRanization. 

P«-rhaps the Nixon administration, in its efforts to control federal spending;. 
h(»iK»s the funds provided under the Basic Opportiinity Grants ProRrani will 
rephuM' those under the Supplemental Kilucatioual Opportunity (Jrant.s Progi-am, 
e^itubUshed by the IliRher Kducaticm Act of IJMV). 

In addition, perhaps tiie administration hopes that once the Student Loan 
M:irketin« Association is in full operation, the a.ssociation's resources, together 
with those of the F(»d*»raIIy Insuretl Student Loan Propram. will meet the needs 
ni«w partly .served by the National Direct Student Loan Program. 

Th»' FHlerally Insured Student Loan Program, established by the Higher Edu- 
<'ati»m Act of lOO."}. is administered by private and state lending agencies, while 
the Xati<inal Direct Student Loan ProRraui. created by the National Defense 
K»^u*ation Act of 105.S. is administered by educational institutions. 

(\ine:ress may try tt> appropriate more money for financial-aid proRrams than 
till* President wants to spend. 

If thu presidcntN' planned cuts in two programs stand. Congress will he accept- 
in^ presidential priorities* in the budget — an action it will probably not take, at 
lc:jsf UulRinK frruu early indications from both Democratic and Republican cou- 
gn»Nsji»nnI leaders. 

But if ronKre*>'f5 increases student aid fimds. the President may veto money 
bills or impound the funds, no matter what Congress does. 

Whether Consress will accept President Nixon*s budget recommendations is a 
qu^^'ition of where federal money should be spent. 

The ontcome of that struRRle will have an immediate impact on student aid as 
well as other programs — and on USC students. 
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CFrom the Dally a?ro3an, Apr. 10, 19T3] 



Fate of Student Aid Hinges on Budget Battle 



WASHiNorroN — The amount of money for federal student aid programs in 
1973-74 will dei)end largely on tlie outcome of the battle between President Nixon 
and Congress over budget priorities. 

In this case, at least, it appears that President Nixon holds the upper hand, 
much to the dismay of those in Congress who support full funding for all 
education programs. 

If Congress approves the amounts required by the Education Amendments of 
1972, well above the administration's budget requests, the President may veto the 
appropriations bill for the Department of Health, Education and Welfare, in 
which student aid money would be Included. 

Presideint Nixon has vetoed education appropriations bills before, so he will no 
doubt veto any bill he believes will allocate more money than he originally 
recommended in his budget. 

Even if Congress overrides a Presidential veto of ediicatipa money—and it has 
done this before, by margins far above the required two-thirds majority — Nixou 
could impound the money he does not want spent by orders to Roy Xj. Ash, direc- 
tor of the OflSce of Management and Budget. 

If the Nixon administration's impoundment procedures do not work — since 
the executive's power to impound money is not absolutely clear under the Con- 
stitutioaiy the President could lose this fight, too— it can always rely on Caspar W. 
Weinberger, the HEW secretary. 

Weinberger, nicknamed "Cap the Knife" because of his budget-cutting reputa- 
tion as Gov. Ronald Reagan's finance director and later as Nixon's director of the 
OflSce of Management and Budget, has pledged to hold down expenditures in his 
department 

Any money the Nixon administration did not ask for in the 1973-74 budget 
would presumably be considered excessive under Weinberger's pledge, including 
extra student aid money. 

However, Congress does have one strong argument against the Nixon admin- 
istration it can use in the battle over student aid programs : The President's 
budget request in this category for 1973-74 und his request for a supplemental 
appropriations bill for 1972-73 violate the law. 

Senators and Representatives will not let the Nixon administration forget, 
either. 

President Nixon asked for ?622 million to establish the Basic Opportunity 
Grants Program, authorized by the Education Amendments of 1972. The money 
was requested in the 1972-73 supplemental appropriations bill, but it will not be 
spent until the 1973-74 academic year. 

However, before any momey can be allocated for that program, tlie Education 
Amendments of 1972 say three current programs must be funded at minimum 
levels. 

On these minimum standards, the Nixon administration's budget requests fail 
in two of three instances. 

At least $130.1 million must be allocated for the current Educatiooial Oppor- 
tunity Grants Program, the law says. However, this program, which is renamed 
the Supplemental Opportunity Grants Program, would receive nothing in 1973-74 
under Nixon's budget requests. 

At least $286 million must be allocated for the National Direct Student Loan 
Program, which is administered by educational institutions. This program was 
created by the National Defense Education Act of 1958 and was renamed in 1969. 

Here again, the Nixon budget fails to meet the law, for it requests nothing for 
this program in 1973-74. 

Only the College Work-Study Program request for 1973-74 meets the standard 
of the Education Amendments of 1972, for President Nixon asks for $250 million, 
just above the minimum of $237.4 million 

The Nixon administration did ask for a $95-million increase in the Federally 
Insured Student Loan Program, to $310 million in 1973-74. However, the Educa- 
tiOQi Amendments of 1972 do not require any minimum allocation of funds for 
this program. 

Members of Congress have sharply criticized the Nixon administration for 
ignoring the 1972 law and failing to include money for the Supplemental Oppor- 
tunity Grants Program and the National Direct Student Loan Program. 
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"The budget subuiissiaa violates the law, and we cannot allow this to stand," 
Ben. Carl D. Perkins (D-Ky.), chairman of the House Education and Labor 

^Tio^ John Brademas (D-Ind.), chairman of the House education subcommittee 
on «^'cial prog^^^^ describing Nixon's student aid budget request as 

"one more willful expression of contempt for the (^nngressional intent. 

HEW officials have defended the administration's budget request. Acting C om- 
missioner of Education John B. Ottina said the bndget request includes an appeal 
to Congress to reconsider the provisions of the Education Amendments ot 19<2 
that require funding of current programs at minimum levels. 

This could be done, he said, by inserting language in the supplemental appro- 
priations bill for 1972-73 that would allow the Basic Opportunity Grants 1 ro- 
gram to be funded at $622 miUion despite the requirements of 1972 law. 

Rep James G O'Hara (D-MichO, chairman of the House subcommittee on 
higher education, urged Congress to ignore the Nixon administration's request 
to bvpass the 1972 law. , , , 

-i et us obey the law the way we wrote the law. and lot u« turn down 
the request of * the administration that it be granted amnesty from obsei-vmg 
a law which it finds uncomfortable to live with." O'Hara told the House HliW- 
Labor appropriations subcommittee. .^^ , x^- 

HEW Secretary Weinberger, however, told the same .subeomniittee the Mxon 
student-aid budget proposals "will strengthen individual phoipe." 

WiUi the proposed special revenue-sharing program for elementary and sep- 
ondary education, he said it is "a significant part of our effort to move power 
and d'ecisi on-making away from the federal government in Washington 

Sen. Warren G. Magnuson (D-Wash.) and Sen. Clifford P. Case (B-N.J 
the <«econd-ranking minority member on the Senate Appropriations subeomniittee 
for I.abor-HEW programs have urged the Nixon administration to provide the 
supplemental opportunity grants program with $130 million to meet the require- 
ments of the education amendments of 1972. . ^ i. -i. 

Since he asked for the supplemental bill, Nixon is not likely to veto it or 

impound the money. ^ ^. . ot^n?^r. 

The Xixon admiuistration's student aid programs for 19i3-j4 total ^1,2 »)llhon, 
without monev for the Supplemental Opportunity Grants Program and tlie 
National Direct Student Loan Program Congress would like to appropriate- at 
least $1.6 billion, including money for the two programs above. , ^ k 

But which side will prevail in this part of the budget battle has yet to be 
known. The opportunities for millions of college students, though, are in the 
balance. 

[From the Daily Trojan, Apr. 25. 1973] 
Congress Approves Supplemental Bill for Federal Student Aid Fxtnps 

Washington. — Congress has approved a supplemental appropriations bill that 
will provide $872 miUion in federal student aid funds for 1973-74. 

The measure also provides for an extra $468 million in veterans education 
and training benefits. . ..^ u. 4.x.^ i 

Aithough the student aid money is allocated m a different manner than he 
originally asked. President Xixon is expected, with some rehictance, to sign 
the bill into law, or at least let it become law without hi.s signature. 

He is not expected to veto the bill because it would further delay money for 
federal student aid program*^. . ^ , i. 

Colleges and universities aeross the nation, including I h( . have started to 
accept students for the coming academic year and must know how much money 
will he available from the federal government, so that their finnncial aid officers 
can tell new as well as current students how much money they can expect. 

Furthermore, the President will probably not veto the bill because it includes 
vetHan.s' benefits, and because the student aid money he aslced for in the supple- 
mental appropriations bill is the total he originally requested— and not a higher 

^^Tlie $872 million as approved by Congress is allocated mostly for a current 
programs and not for the new Basic Opportunity Grants Program, for which 
Mr. Nixon had sought most of the money. 

The bill provides $210.3 million for the Supplemental Opportunity Grants Pro- 
gram (formerly the Educational Opportunity Grants Program). $270.2 million 
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Work-Study Program, $269.4 million for the Nationnl Tiiropf 
Student Loan Program. With earrvover fimrt« fh^^7.Lr, ^""onal Direct 
haveatotalof$293 milllonZl97 ™^^ ' 

EduSnl'mSenll oMoT' ''"^^'^ -"-'^-^ '^^ "'e 

nr?^^n'*,"r 1""°? ^^"^ t° been reported out of fhe House Annro- 
Sf„= *° ^"y- but in a surprise niove April 12 tL $87^> m^i^ , 

Kt'e rlns-Ve^fiaVK^^^ apprSpnatlons bttf con?uir^'n| l%8 o 

rar^^a,S!^l."r^^^^^^^^ because^^^S^eCIid^ra^rar'e S'.I^ 

apSoprlat^on^XfTHEwV,"i^ ^^i-^"" bas twice vetoed 

prS'roprtinr '° ^"^^ supplemental apprSpriatZstills to keep HEW 
rea'?*s[artC' l«lv °T P^^-sident's .student aid budget for the fl.scal 

an« n"!9?^?4^m b^^e^r^^ thi.s budget. altl.ouS 

T>«««' 1 1. ' wpeiiu DA nie colleges and umversitipq \n iq7j_7j=; 

loan program '^"''raiiy m.sured Student Loan Program, or the guaranteed 

^^nln"" r/""" "°'bing for the .supplemental grant.s program. 

EdtSn'^XenLTl'^'of T9?l H f"'''"-^ °" ""^'^ 

programs. ^"°^"''™^'>ts of 1972 and the requirement for financing current 

[From the Dally Trojan, Apr. 27, 1973] 
Student Grant Pboobam Caught in Congbess, White House Conflict 

prS^nVlf^o l-E^^^^^^ Pro«ra.u, bnt Cougro.ss 

EdS;mASme'VS7^>' f"'" «'e program as authorized by the 

and WefSre w''^!" ^^ubmltted Feb. 1 by the Department of Health. Kducati-.n 
g^nnds that thev wn, hl^iu'' " • ^T^''^"^ criticized the regulations „„ the 

nv™'rU!iri^K"^^ "l*" ■'^ bas adopte<l a resolution di.sappi-oving the 
hv Sffx? '^P«^'l»tion.s even though .such a resolution had been proposed Aru-i 3 
by the House Special Subcommittee on Education 

Subcomnuttee Chairman, James fi. O'Hara (I)-Mich.) instead sent a letter to 
John R. Ottina, acting U.S. commissioner of education, asking him to revise the 
regiilations to solve this problem in time for next year. 

O'Hara also a.sked Ottina to .suimit next year's proposed regulations earlier 
than the legal deadline, which is Feb. 1, 1974. ^ "tiuut, earner 

S"b'=''mmi."ee on Education held a hearing on the regulations 
Feb. 22. but has taken no further action. <=feuiaiiuiio 

Tinder the 1972 law. Congress has until May 1 each year to disapDrove the 
regulations offered by the department for the program, which provides for eranto 
of up to $1,400 minus the student's expected family contribution ^ 
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Sen. Claiborne Pell (D-R.I.^, chairman of the Senate Subcommittee on Educa- 
tion and originator of the basic grants programs, proposed an amendment to limit 
grants of 1973-74 to first-time, full-time students, because of the low funding. 

Pell suggested the amendment because he said that if the S122.1 million were 
distributed to all students, the average gi-ants would be $80, 

Limiting the funds to first-time, full-time students, he said, would provide sub- 
stantial help to fewer students. 

Pell's amendment to House Joint Resolution 393, approved April IS by the 
Senate, extenas the life of the National Commission on Financing of Postsecond- 
ary Education to mid-1974. Under present law, the commission is scheduled to 
dishaud April 30. 

The resolution was sent to a House-Senate conference committee, which will 
meet after Congress returns from its Easter recess. 



[From the Dally Trojan, Oct. 5, 1973] 
Cut ir? Federal Aid Feared by Directoe 

Although university-controlled student aid funds are at their highest level 
ever — nearly double that of last year — the director of the Student Aid Oflice fears 
tliat changes in federal programs may cause USC to lose such funds next yoar. 

About $9.7 million is controlled by the university for student aid this year, 
compared with $5.7 million last year. 

But Pamela Walbom, director of the Student Aid Office, said most of the $4 
million increase came from fcMleral student-aid programs— and that if the Xixon 
administration were successful in its proposed changes, USC stands to lose a 
great deal of that increase. 

*'We are greatly concerned about the Nixon administration s proposed clianjres, 
she said. "We would have no re.sourees to help those affected by the elimi nation 
of federal student-aid programs." 

The Nixon Administration's fiscal 1974 budget proposes tlie elimination of two 
program.s, the Supplementary Educational Opportunity Grants Program for low- 
Income students, and the National Direct Student Loan Program. 

In January, the Nixon administration asked Congress to end the programs 
a.s of July 1, which would have meant that no more new money would have been 
available after this academic year. 

However, the administration's move failed in Congress "because of congres- 
sional anger after Watergate," Walbom said. 

Congress voted out a bill, reluctantly signed by President Nixon, that largely 
continued cuti^ent progi-aras and imder-fnnded the administration's new pro- 
gram, during tlie spring. The total appropriation was $872 million. 

The university received more than $2;')0.000 from the former Educational 
Opportunity Grants Program. It now receives more than $000,000 from the 
successor program of supplemental grants. 

National Direct Student Loans more than doubled, from $1.4 million last year 
to $3 million. 

The college Work-Study Program, under which students may work part-time 
with federal supp(n-t. had a similar increase, from $4n0.000 to $1 uiilli(tn. 

But the Basic Opportunity Grants Program, established under the Education 
Amendments of 11)72, offered only §45,000 to the university. 

'•That program can't possibly be fully operative, nt least for another few 
years," Walbom said. 

Congress allocated only $122 miliiou nationwide to tlie basic grants program. 

Why such large increa,ses in federal funds? "We applied for more funds tlian 
we did la.st year— and we were able to document to the government our need for 
such funds," the director said. 

Walbom was assisted by James R. Appleton, vice-president for student affairs, 
in obtaining additional federal aid. 



[From the Dally Trojan. Oct, 9, 1973] 
FiXA^^ciAL Aid Is Linked With Admissions Poucy 

Because the admission of the brightest, most talented students was one of 
use's major concerns under its Master Plan of the 1960'a, tlie availability of 
financial aid was also a top priority, too. 
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Although tuition in 1961 was only $900 a year, comparod with $2,700 currently, 
most oflacials recognized that if USC students were to represent a wide range of 
economic, geographical, and racial backgrounds, the university would have to 
assist those most in need of financial aid — no matter what tuition was. 

A report to the University Planning Commission, the group appointed by Presi- 
dent Xorman Topping in 1958 to develop the blaster Plan, described the need for 
student financial aid as it related to admissions policies. 

The report. Student Life and Student Services, 1906-80, issued in March, 
1967, said : 

••For a university to assure itself of a student body which is capable of profit- 
ing from its program, it must find ways to enable students from many walks of 
life to enroll, as ability and potential in young people are not distributed accord- 
ing to the socioeconomic level of their families. 

"The provision of a financial aid program for atiulents whose financial resources 
fall short of meeting the costs of private higher education affinns the belief that 
qualities sought in students are to be found in every social, racial and economic 
level of society. 

"When possible, students should be accepted for college-level study on the 
quality of their achievement, their future promise, and their character. 

••Financial assistance to those who have problems in meeting educational costs 
Khonld be a next consideration.'* 

However, until 1961, USG dlid not even have an office to administer financial 
assistance. 

Scholarships — the few that existed— were handled by the Admissions Office 
and Tue Business Office. Loans were made by the Business Office. 

l\'irt-tinie jobs were arranged by the Vocational Placement Bureau (prede- 
cessor of the Career Planning and Placement Center), which sought full-time 
jobs for graduates. 

But the demand for more student financial aid and the increased availability 
of money for it led to the establishment of the Student Aid Office in 1061. 

The demand for aid came from the growing numbers of students from low 
and middle-income families at USC and other universities across the nation. Once, 
college was merely for those who could aftord it without help — but no more. 

'•On the undergraduate level, a vastly increasing proportion of the population 
looks upon a college education as essential to personal develoi)ment and advance- 
ment.** the 1907 report said, describing the trends of the ioOOs. 

"As society grows more complex and the responsibility of its individual nuMu- 
bers increases, a broader base of access to higher education Is indicated for those 
who demonstrate the motivation to achieve it and the capacity to benefit from it." 

The increased availability of such aid was caused in part by the generosity of 
donors and by the university's own efforts, but mainly l)y the state and federal 
governments. 

After World War II. the federal government helped finance the college educa- 
tion of millions of veterans — including many at USC — through what became 
known as the GI Bill of Rights. Such benefits were later extended to other 
veteran.s. 

This was actually the Serviceman's Readjustment Act of 1044. 

But not until the Soviet Union launched Sputnik T in Octolier, 1957. did the 
federal government identify higher education as a national i)riority. 

Tender the National Defense Kdueation Act of 1058. the first of the federal 
financial-aid programs — the National Defense Student Loan Program — was 
established. Others soon followed. 

Nevertheless, when Florence Scruggs was named as tlie first director of the 
Student Aid Office in 1901, USC had less than $500,000 to administer in financial 
aid — and no guidelines. 

"When we established the Office of Student Aid at USC, there were virtually no 
precedents. We had to make our own rules and regidiitions/* she said in an 
interview in June, 1970, shortly after her retirement. 

By the time she retired, the office was administering about $11 million. (It is 
.$17 million today.) 

Because the availability of financial aid in tied so closely with admissions 
policies, the university made the acquisition of additional aid one of its five fund* 
raising goals in A Priority for the 70s. 

When the Board of Trustees considered the statement of goals for A Priority 
for the 70s, the program of academic improvements in this decade, financial aid 
was mentioned. 
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The board's Academic Affairs Committee, in a preliminary resolution issued 
Feb. 19, 1970, said, "Such (undergraduate) progvams must be supported by ex- 
panded scholarship funds, both restricted and unrestricted. 

Although this sentence was deleted from the final statement approved l)> the 
board April 30, 1970, the fund-raising goal of an additional ?1.5 million for schol- 
arships, fellowships, loans and work-stU(!fy programs was confirmed. 

What has happened since 1970? . . , • -imo n,„f a i>,.i,)i-ifv 

President John R. Hubbard said in an interview in fall, 19<-', that A 1 liouty 
fnf thP 70s aimroved under Topping-s administration, was an interim step toward 
a compreh^Xe f^d raising plan for the 100th anniversary of the university in 

^^uch a fund-raising plan is .still under development by planning committee.-. It 
is not known whether student tinaucial aid will i-enuiin one of the top goals. 
Xwever, at least two university panels have called on the administration to 

'%'e believe "tiiat both the quality and diiantity of linancial aid plays aii im- 
portant role in rocruitnient and retention of students, and that the elhcieiit admni- 
istrntion of existing resources and the generation of new resources sliou d he one 
of toe major goals of the university,- the Student Aid Committee said in a spe- 

''Sard^ fcissfon on Student Life, in its i-eport of September, 1972. en- 

'"^tvfr'ecor^fttanhe'university exert every possible effort to implement 
immediat"rrecommendations . . . because we feel there is no more cri ical 
pToritv than ndoquate student aid funds and the most offu-u-nt adniin.stmt.xe 
offices to counsel students and process these funds.' 



[From the Dally Trojan, Oct. 9, 1973] 
Study Shows Student Body Xot DoiriNATED by Wkaltiiy 

use is dominated by students from wealthy families, it hus been said, but 
this does not appear to be so, if a university survey is an accurate indicator 

In a sampleXl971 entering freshmen. Polled by the Office of Institutional 
atiulies 26% have parents with total income under !i>10,01)U. , , . . 

This perlento^^^ higher than the average in this group (18%) for private 
un™ si^eTthroughout the nation, as determined by the American Council on 

^orfhe°othefliaS'uSC attracts more freshmen with parental income over 
$?.0/>00 (23%) than the average private university (21%) or any univei-..ity 

FifrThermore, only 17% of the entering freshmen had imrents with total 
income between $10 000 and $15,000, as compared with 25% in private uni- 
vPrqUipqflnrl 32 in all American universities. , i , i n i 

Mon e^"den« of socioeconomy diversity in the student body can be found 
wiiPn th(> ocpuDations of students' fathers are classified. * ,. , 

rs iAirmCy^^ student sample (51%) had fathers in professional 

manatrial occupations ;otlier fathers (23%) are in such seiiii-profes..imial 

"'■■Zt"l6Tof^h^stuSTad fathers as skilled, seini-sUilled or general laborers. 
SHll more evUlence of student diversity can be indicated in parents educa- 

'"N^ri/haw"hefathers (45%) and 25% of the mothers hold at least a baclie- 
lor'sX-ree On the other hand, 12% of the fathers and 10% of the mothers did 

""^,?^"!se ;~\fJtS"roun of students differ so much, the cost of attciul- 

^'^'^^^^^^^T^^^nX^'.re numerous Ic.s expemdve U.s 
diflicult X?nat ve universities or colleges to attend," Rosemary (n ff ot the 
OfflPP of In™ti< nal Studies wrote in a survey of sophomores in spring 19 .1. 
"Their attemlare at Vi^C represents a definite commitment worthy of some 

'rnU~'s?^^^^^^^^^^^ 1972, 38% Of the sample held part-time 

^"Th7"^^st'of^ITSr wis^ as the most important single factor in the departure 
of some f re.sliraen in the 1970 entering class. 
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In a study of freshman attitudes issued by the Office of Institutional Studies 
in April, 1972 : 

"This (cost) . . . ranged from absolute inability to provide the finances to an 
evaluation that value received was not worth the price — especially at the 
lower-division level/' 

President John B. Hubbard's Commission on Student Life, in its report of 
September, 1972, recognized the financial problem for many families. 

"The high cost of education has made it increasingly difficult for all students 
to afford to attend a private university such as USC," the report said. 

*'Beoause the increasing tuition costs work a special hardship on students 
from a more modest socioeconomic background, the commission is much con- 
cerned with the university's capacity to provide adequate financial aid to 
students who need it. 

**We are aware that there are difficult implications of an admissions policy 
which, by default, is determined primarily by a student's ability to pay for the 
entire cost of his education." 



[From the Dally Trojan, Oct. 16, 1973] 
Student Aid Became a Fedeiial Priority 

Federal financial aid has made it possible for many students to attend T^SC 
and other universities, aiid therein lies a dilemma for the university. 

Although such funds help to diversify its student body by allpwing students 
from many econouiic and racial backgrounds to attend USC, such funds also 
require the university to comply with numerous federal regulations, depriving 
it of some of its autonomy. 

A chapter of Student Life and Student Services, J 966-80, a report to the T'ni- 
versity Planning Commission in March, 1967, summarized the impact of such 
programs. 

•'The impact of recent federal programs on the whole field of financial assist- 
ance to students in colleges and universities has been revolutionary," the report 
said. 

"The relative independence formerly enjoyed by Institutions In administering 
their own aid programs has shifted to a kind of junior partnership with the 
government, which controls the use of large sums of money. 

"Previously most private institutions selected recipients of undergraduate 
soholar.«liips from exeeptionally bi-ight applicants . , . The new government 
programs focus on able students who are eligible for admission to a college 
and whose family resources are inadequate for their education." 

Federal aid to education is not new — it dates back to 1787, when the North- 
west Ordinance required land grants in support of public education. 

Rut in the wake of the Soviet Union's launch of Sputnik I in October, 1957, the 
Tnlted States government declared higher education a top national priority. 

In his State of the Union message of Jan. 9, 195S, President Dwight D. 
Eisenhower asked for what was to become the National Defense Education Act. 

•'In the area of education and research. I recommend a balanced program to 
impj'ove our revsources, involving an investment of about a billion dollars over 
a four-year period." Eisenhower told Congress. 

•'Tliis involves new activities by the Department of Health. Education and 
Welfare designed principally to encourage improved teaching quality and stu- 
dent opportunities in the interests of national security.*' 

Elsenhower and the nation perceived a Soviet threat, and in a special message 
on education Jan. 27, 19oS, he explained the role of higher education in meeting 
the crisis. 

**But if we are to maintain a position of leadership, we must sec to it that 
today's young people are prepared to contribute the maximum to our future 
j>roi?ress." he told Congress. 

•'Becau.^e of the growing importiince of science and technology, we must 
necessarily give special — but ))y no means exclusive — attention, in science and 
engineering." ^ 

.Eisenhower proposed a program of federal scholarships for high school 
graduates who lacked financial means to go to college — 10,000 per year, reaching 
40.0(K) by the fourth year. 

However, the bill, as passed by Congress, did not provide for any scholarships. 
Instead, it provided for a loan fund — the National Defense Student Loan Vro- 
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gram. The name of the program was changed to the National Direct Student Loan 
Program in 1969. 

Nonetheless, Eisenhower signed the hill into law Sept. 2, 1958, seven months 
after its introduction. 

The next major federal student-aid program actually was proposed under 
President Lyndon B. Johnson's War on Poverty in 1964, 

In asking for what was to become the Economic Opportunity Act of 1964, LBJ 
included the College Worlc-Study Program. 

"Tliere is no more senseless waste than the waste of the brainpower and skill 
of those who are kept from college by economic circumstance," Johnson said 
March 16, 1964, in a special message to Congress, 

''Under this program they will, in a great American tradition, be able to work 
their way through school. They and the country will be richer for it." 

Johnson proposed to provide full-time and part-time students workers for such 
nonprofit organizations as hospitals, playgrounds, libraries and settlement houses. 

lu January, 1965, LBJ proposed not only an expansion of the work-study pro- 
gram, but also a college scholai'ship program for needy high school graduates 
and guaranteed low-interest loans for college students, 

'^Higher education is no longer a luxury, but a necessity,** he said Jan. 12, 
1965, in a special message to Congress. 

He proposed what was to become the Educational Opportunity Grants Program. 

"For many young people from poor families, loans are not enough to open 
the way to higher education," he said. 

"Unvler this program, a special effort will be made to identify needy Students 
of promise early in their high school careers. The scholarship will serve as a 
building block ... so that the needy student can chart his own course in higher 
studies." 

lie also proposed what wa.s to become the Federally In|sured Student Loan 
Pi'ogram. ' 

•*We should assure greater availability of private credit on reasonable terms 
and conditions," he said. 

"Tliis can best be done by paying part of the interest cost of guaranteed loans 
made by private lenders — a more effective, fairer and less costly way of providing 
assistance than the vai*ious tax-credit devices which have been proposed." 

Both programs were enacted under the Higher Education Act of 19(i5, which 
LBJ signed Nov. 8, 1965, at Southwest Texas State College, his alma mater. 

Besides such general programs, the federal government established student- 
aid programs in the 1960s to fill needs in what it considered to be two critical 
areas — health care and law enforcement. 

On Sept. 24, 1963, President John F. Ivennedy signed into law the Health Pro- 
fessions Educational Assistance Act, which, among other things, provided loans 
to students in medicine, dentistry, nursing, and other related fields. 

In 19t>5, JFK's successor asked for a scholarship program in health-care 
training. 

"Traditionally, our medical profession has attracted outstanding young tal- 
ent and we must be certain that this tradition is not compromised," LBJ said 
Jan. 7, 1965t in a special message to Congress. 

"The high costs of medical school must not deny access to the medical pro- 
fession for able youths from low- and middle-Income fainil'fs." 

On Oct. 22, 1965, LBJ signed the Health Professions Educational Assistance 
AiiU'iulnienta into law. 

As for law enforcement needs, Johnson proposed a grants program in Feb- 
ruary, 1067, as part of his reconmienrtatioiis to Congress based (m the report 
of his Commission on Law Enforcement nnd the Administration of Justice. 

The Law Enforcement Education Program was part of the Omnibus Crime 
Control and Safe Streets Act that LBJ signed June 19, 1968. 

However, even the federal student-aid programs of the 1960s were not enough 
to achieve what President Nixon desired. 

'•Xo qualified student who wants to go to college should be barred by lack of 
money* That has long been a great American goal; I propose that we achieve it 
now/' Nixon declared March 19. 1970, in a special message to Congress. 

He i)roposed measures to increase federal aid to the neediest students and 
the et;tablishment of a national student loan association to make more money 
available for college loana 
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On Feb. 22, 1971, he prodded Congress to act on his proposals, for "exist i 115? 
legislative authority for the basic federal higher education programs expires at 
the current fiscal year." 

It was not until Juno 23. 1972, however, that President Nixoii signed the Edu- 
cation Amendments of 1072, which extended all current programs and established 
the Basic Opportunity Grants Program and the Student Loan Marketing A.<;.so- 
ciation. 

The basic-grants program offered students up to .$1,400 annually toward col- 
lege costs, minus the expected family contribution. 



Because of TSC^'s dependence on federal funds as the major source of financial 
aid for students, the director of the Student Aid Office is worried, especially 
this year. 

Pamela Walbom, the director, fears that if the Mxon administration contin- 
ues its attempts to abolish two major student-aid programs in definance of con- 
gressional Intent, "it's going to be another one of those years." 

That can mean only bad news for students. Financial-aid fimds for the 1974-75 
academic year could again be delayed because of another confrontation betW(»(»n 
President Nixon and Congress over the amount of funds and which programs 
they should go to. 

If this happens, financial aid officers will not be able to inform both current nn/l 
entering students of how much they pan expect for next year. Students, parents 
and university officials will again face coilhision and last-minute worries. 

Because another increase in tuition is possible for 1974-70, the question of fed- 
eral student aid becomes even more critical to the university. 

*'There's no question the federal aid Will again he our inajor resource." AVnl- 
bom said in an interview, -nut it's a cause for trenunidous frustration, becniiso 
control of the funds is not wholly within the university." 

Stu-dent-aid funds at the discretion of the university total ^9.7 million this yeju*. 
as opposed to $5.7 million in 1972-73. However, nearly all of the increase came 
from additional federal .support. 

The budget confrontation may come sooner than expected. 

The Senate passed Oct. 4 an appropriations bill of .$33.4 billion for the Depart- 
ments of Labor and Health, Education, and Welfare. This is $1.8 billion more 
than President Nixon requested in his budget. 

The money, although included as part of the 1973-74 budget, will be spent in 
1974-7f). 

Of the increase $1.1 billion is for education programs, including student aid. 

The Senate version contains .$000 million more than the hill passed by the 
House. The differences must he resolved in a House-Senate conference committee, 
and a hill is expected to he sent soon to President Nixon, following final approval 
by both houses. 

The bill was sent to conference Oct. 9. 

However, even a compromise version would probably appropriate more monoy 
than Nixon wants spent — and could well invite his veto. Nixon has vetoed II KW- 
Labor appropriations hills five times. 

On the other hand. Con/jress has overridden su(»h vetoes before by the re(inire(l 
two-thirds majority, because education prograra.s have had broad* eonf;n»s^inii}il 
support. 

BtK-'ause President Nixon is curently in deep trouble, he is unlikely to force 
a test of his remaining strength in Congress by vetoing this bill. 

II(» has not had a veto overridden by Congress this year, hut he might lose 
this test — and suffer greatly. 

If he decides to sign a biulget-hreaking hill and impound tli(> extra money 
instead, he faces the anger of not only members of Congress but educators — and 
possibly could lose in the courts. 

If Nixon decides to fight Congress on this issue, it could take several niouUis. 
If the veto is su.stalned, college financial-aid officers, students and parents would 
have to wait until a compromise ij; reached. 

As it tried to do for this academic year, the Nixon alniinistraMon seeks tlie 
abolition in 1974-75 of the National Direct (formerly Defense) Student Loan 
Program and the Supplemental Educational Opportunity Grants Program. 



[From the Dally Trojan, Oct. 24, 1973] 



Nixon-Congress Batti.k May Stalt. Student Aid 
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use students receive an estimated ?3 million in direct loans this year, as 
opposed to $1.4 milliou last year. They are getting more than $500,000 in supple- 
mental grants this year, as opposed to $250,000 last year. 

The Nixon administration, in a 1973 supplemental appropriations request 
Jan, 29, had asked nothing for these two programs for the 19T3-T4 academic year. 

Had Congress complied, no supplemental grants would have been awarded this 
year, and direct loans would have been limited to the amount XlSC receives 
each'year in repayments from its graduates. 

Congress, however, allocated in the spring $210.3 million nationally for supple- 
mental grants and $269.4 mlUion for new direct loans. With carryover funds, 
direct-loan funds totaled $293 million. 

The Nixon request in the 1973-74 budget for .he 1974-75 acadennc year, also 
made Jan. 29, was only $5 million for direct loans and nothing for supplemental 
grants. 

However, Congress is again expected to reject the President s requests and con- 
tinue the two programs, which are specifically aimed at helping students from 
low-income families. J: ^ ^ ^ . ^ 

The administration's requests emphasize full funding of the Basic Opportunity 
Grants Program, established by the Education Amendments of 1972, and the 
Federally Insured Student Loan Program. 

For the 1973-74 academic year, Nixon asked for $b22 million for basic grants 
and $310 million for insured loans. ^ . . 

He got what he wanted for Insured loans, but only $122.1 million for basic 
grants because of the congressional refusal to alter program priorities. 

This meant that no student was able to get the maximum of $1,400 in a ba.^ic 
grant (minus the expected family contribution) because the program was so 
underfunded. The maximum, instead, was $450. 

use students received only $45,000 under this program for 1973-74. 

"That program can't possibly be fully operative at least for another few years." 
Walbomsaid. ^ ^ . , _ 

Walbom had her doubts about the availability of insured loans, since such 
loans are determined by banks and other lending institutions, unlike other 
federal programs, under which colleges themselves make the judgments. 

Although the Student Aid Office is required to analyze the student's financial 
statement for need, determine the amount he will receive, and whether he pays 
interest from the date of the loan, the banks decide the actual loan. 

"I'm not sure the bankers are wiUing to lend any more money to students at 
this time,'* Walbom said. On the East Coast and in Northern California, she 
said, banks are becoming more unwilhng to grant such loans. 

"The university itself could become a lending institution, hut that would he 
terribly expensive as far as administrative costs are concerned.'' she said. 

The director has discussed this possibility with James R. Appleton, vice-presi- 
dent for student affairs, but she is not enthusiastic about it. 

Insured loans carry an Interest rate of 7% ; direct loans, 3%. This is why mnny 
in congress oppose the abolition of the direct-loan program. 

Nix(m and Congress seem to agree on the College Work-Study Program. P or 

1973- 74 Nixon asked for $250 million; Congress approved $270.2 million. I? or 

1974- 751 Nixon again asked $250 million ; Congress is likely to approve a higher 

use students under this program got a little more than .$450,000 in 1072-73 and 
more than $1 million this year. 

The direct-loan program and supplemental-grants program are designed 
especially to help students from low-income families. The insured-loan program 
and basic-grants program are designed to help all students. 

Direct loans and supplemental grants are determined by the colleges themselve. 
but insured loans and basic grants are not. , , 

The shift that the Nixon administration seeks in student-aid programs is 
directed toward their decentralization from colleges and ultimately, form the 
federal government, which lias to monitor them— to a free-market model. 

But the Education Amendments of 1972, the basic law authorizing studeut-aid 
programs requires that supplemental grants and direct loans, Nixon is study 
program he funded at specified minimum levels before basic grants can get any 

Cfmgressional critics say that in asking for no supplemental grants and direct 
loans, Nixon is violating requirements of the 1972 law. 

Though the Nixon administration has requested repeal of the minimum fund- 
ing rules. Congress has refused to do so. 
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"We are greatly concerned about the Nixon aaministratiou's proposed 
changes," Walboni said in an interview. 

"We would have no resources to help those affected by the elimination of Fed- 
eral student-aid programs." 

This brings to mind the goal of .$1.5 million for scholarships under A Priority 
for the 70s, the university's plan for ucttdeuiic improvement in this decade. 
Can use pnt itself into a better position to aid stndents without total federal 
dependence? 



[From the Daily Trojan, Oct. 29, 1973] 
Is USC's Student Aid Enough? 

If its federal funds were to disappear tomorrow, TJSC would have difBcnlty 
in providing financial aid to stndents because its own fnnds are relatively low 

\This is why, in part, the university's plan for academic improvements in this 
deca^de— A Priority for the 70s— placed the acquisition of an additional .$15 
million for scholarships, fellowships, loans and work-study programs as the ton 
fimd-rf^i sing goal. * 

What has happened since the plan was approved by the Board of Trustees in 
April. 1970, under President Norman Topping^s administration? 

President John R. Hubbard has said the plan was only a preliminarv stop 
toward a comprehensive fund-raising drive to coincide with the university's 
100th anniversiiy in 1980. 

However, nonspecific plan to replace A Prioritv for the 70s has vet been au- 
proved. " 

Some figures provided by the Association of Independent California Colleges 
tind Universities Indieafe just how badly T'RC needs more of its own stndent-aid 
fluids' — and how niucli it eiirreiitly depends (m federal progniins 

Major differences are apparent when T^SC and Stanford University are ctmi- 
pared. 

The association's figures sliow that Stanford sfndents got more than ^11 
milium m university student-aid funds for 1972-73, as ctmipared with the slitrhtlV 
more than $1.1 million received by USC stndent.s. ' 
loaTi^r^^ ^^*^re for scholarships, regular loans and short-term emergency 

Stanford University offered nearly $.5.2 million in univer.sitv scholarships 
tilone last .year, as compared to USC's .$775,000. uu. mps 

The figures, based on those reported to the association bv the colleges fbcni- 
rsc'Ls'''^ ^^'"""^ "'""^ Stanford University has more institutional funds than 

As far as agency and donor scholarships are concerned, TTSC has a slicbt edce 
over Stanford. .-<i«f,ni 

USC also has an edge in winners of California state scholarships. I.nst year 
nie niiml>er of snch scholars was about 1.700. the Student Aid Office reuoVtcd* 
The maximnm then was $2,000. per year. This .venr fho number of US(^ recipien t 
has ri.«cn to about 2.200. and tlic'maxiuuun now is $2,200 per year 

>ext year, the maximum award by the state will be $2 HOO " 

Stanford's total of state scholarship winners was 92.1 for 197*>-7q r\wv 
qunlified for about $1.5 million in. state aid * 
stmlcn/s? ^'^^ students get far more federal funds than Stanford 

r:lr.Z i ^^'^ ' eamc under three profframs^Kdncatlonnl Opportunifv 

Loan PrS' ' ""''^"^ Work-Study Program, and National Direct Student 

Au additionnl ^4 million was made available to USC students thonrfi fho Tori 
erally Tnsnred Student Loan Program. However, baulcs and other icu L " 
'^^P^^^^ro^7"J]^ V.^S^^"^^,?^^ ^^^^^ Office^decide on .^ranting such U^ns. '"'"'''"'^ 

For J9,.V«4. T SC will receive $4.0 million in federal fnnds inclndinff money 
from the new Basic Opportunity Orants Program as well as the tl roe pr^im 
programs, acrainpx-clnding insured loans. pn mous 

Stanford University students, on the other band, got only about $740 000 in 
ferieral funds for 1972--73. excluding .$450,000 in insni^dl^ JP740,000 in 

The nniversity's great advantage in federal fnnds does not do enough to offset 
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Yet how much will the university need in the 1970s for its own student-aid 
funds so that its dependence on the federal government will not be so total 

Clearly, the ?1.5 million proposed in A I^rlority for the <0s for additional 
scholarships,loaiisaiid work-study programs would have helped. 

The university's Student Aid Committee, in its special report of June, 19 < 2, 
ui-ged that the acquisition of student-aid funds be a top priority in fund-nilsing. 

"The University of Southern California has no reason to be satisfied with its 
program for tinaneial assist^xnce to students," tlie committee said in its report. 

•'The amount of available money is not sntBcient to meet current needs, while 
this problem is not unique to USC, it is not clear that the problem ranks high 
enough in the university's priorities to suggest the situation will improve in the 
near future unless new effort is expanded in this area." 

"The university must acquire new funds. I hope the fund-raisers will make this 
task one of their priorities," Pamela H. Walbom, director of the Student Aid 
Office, said in an interview. ^ ^. ^ ^ 

Walbom suggested company and minority scholarships as two possibilities for 
fund-raising targets. _ 

"A great deal of potential exists for company scholarships. The company gives 
a student, say, J?500 or $1,000. In turn, the company could hire the student after 
graduation, and the student would also be satisfied," she said. 

She said minority scholarships are a real possibility for more student-aid 
funds, "but the fund-raisers have to be willing to try.*' 

Yet how much is enough? 

The Student Aid Committee, in its 1972 report to Daniel B. Nowak, then acting 
vice-president for student affairs, largely side.stepped this question, 

-It is unlikely there would ever be enough financial assistance available to 
please everyone," the committee said. 

**We recognize that the administration is beset with a number of other pressing 
financial needs and is also responsible for deciding the priority assigned to 
earh of these needs in the allocation of university fund-raising efforts. . . 

"The committee feels the administration should review its priority for financial 
aid to students. 

"If the aid program is going to play an increasingly important role in the 
recruitment and retention of students, as we feel it will, it may be appropriate to 
consider a higher priority for the efficient administration of existing student 
aid resources, and the generation of new resources. 

However, the figure of $1.5 million i^^ A Priority for the 70s appears to be 
more than just an arbitrary amount. 

In ^fudnit Life and. fitudent Services, lOeO-SO, a report to the University 
Planning Commission in March, 1907, the demand for university scholarships was 
e.xpected to reach $1.5 million by 1075-70, and $2.7 million by 1080-Rl, 

Donor scholarships were expected to reach $1.6 million in 1975-70, and $2.5 
million in 1980-81. ^ , . 

The demand for university loan funds was expected to be about $200,000 in 
197.5-76. and about .$240,000 by 1980-81. 

''The amount of funds available in university and donor categories .»?hould be 
increa.sed as rapidly as po.ssible in order to reach the support levels project(Hl 
as- needed between now (1967) and 1980-81,'* the report recommended, 

Xo such projections have been made since the 1967 report. 

Without adequate futids of its own, TSC will he forced to depend on federal 
progvanis for «tud(mt aid. Such dependence, given the .struggles between the 
Nixon ndnilnistration and Congress since 1970 over such programs, would be 
dangerous. 



[From the Dally Trojnn. Oct ai, 1073] 
Dangerous Dependence 

The uiiiver.'iJity's dependence on the federal government for student financial 
aid can be dangerous in the long run. 

Though we commend the university administration for security a large in- 
crease in federal funds this year— $4,0 million, compared with $2.1 In 1072 7.^— 
we wonder why it Isn't making tlie same effort to increase university funds. 

Tlie unlversitv's plan for academic improvements in tliis decade—A Priority 
for the 70s— pledges that .$1.5 million in additional funds would be raised for 
scholarships, loans and work programs. 
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Even though top administrators have indicated that a comprehensive fund- 
wf ifnl?l!lf ^^Z^ anniversary will replace A PrioHty for the 7^ 

we hope tlie university will establish the acquisitton of addittonal student a^i 
funds as one of its highest priorities in the new plan. aamnonal student-aid 

use s present dependence on federal funds is dangerous for three reasons • 
xy^a^^I^i uncertainty over the levels of funding. Since"l970. 
President Nixon and Congreas have fought again and again over how niiicl 
Sep^wax^tinl. ^"^ financfal-airofflce^rimv^ 

Federal programs face uncertainty over their continuity. President Nixon 
wants to abolish supplemental grants and new direct loans, against the 
intent of Congress. However, should Nixon ever succeed in doing this V^C 
would have no way to help students aftected by the cutbacks ' 

Federal programs face uncertainty over standards of need Most federal 
programs are aimed toward helping the neediest college students. This N 
as It should be. However, students from the middle class increasingly need 
help, too---help that cannot be provided through insured loans at 7%. 
This is not to say that such financial-aid programs should be reduced or ended 

SLzKff*o'rroS' '"^^ ^'"'^ p"^-^'^'"'- 

This is not to say, also, that the university's own programs could not be 
^o^nfo^^M^^rfTi"'^^,/^" everyone who qualifies should get a 

Saft tiL wo^^^^ ^ ^""^^'^^^^ scholarship, a loan. 

The Daily Trofan urges the administration-^aud the university comiminitv^ 

iP^^^^i.? ''J^^i^*^ ^^^1 ^xlii^^P priority in its planning. University flexibilitv i^ 
preferable to federal rigidity. 



[From the Dally Trojan, Not. 7, 1073] 

Pbesbntation Caixed Causk of Ixcuease in Federal Aid 

A more vigorous presentatton of its case for student financial aid wjh the 
reason for USC's large increases in federal funding this year, James R. Appletoii. 
Tiee-president for student affairs, said recently. lunt- u>ii, 

T 17/^? ^^"^^l^ I^'i funding for our federal programs have been abnormallv low, 
1 think, and did not accurately indicate student needs," Appleton said 'in an 
Interview. 

"I believe we made a better presentation of our needs than we have in the 
past. I believed we would get more federal funds. But I was surprised as everyone 
else at the size of the increases we were awarded." 

For 1J>*{*'^'^» use students are receiving .$4.6 million from four federal pro- 
grams—the College Work-Study Program, National Direct Student Loan Pro- 
gram. Basic Opportunity Grants Program, and Supplemental Opportunity Grants 
Program. 

This compares with $2.1 million in 1972--73 from three federal programs ( ha^ic 
grants are excluded). 

The presentation of TTSC's case, Appleton said, was based on three factors. 

First, Appleton said the Student Aid OflSee had improved its data base in the 
spring so that it could give a better statistical picture to federal oflleials of what 
student financial needs were. • 

"With our improved management of the Student Aid Ofllee, we were able to 
accompMsh this," he said. 

In .Taly, 1072, the Student Aid OflSee was transfprred from the Student Aff.n'rs 
Division to the OflSce of Academic Administration and research, under Vice- 
President Z. A. Kaprielian, while the vicc-presideucv foi- student affair*; wa^^ 
vacant. 

Kaprielian then appointed Wililam P. Ilimstreet, professor of business 
communications, as executive director of student administrative services with 
jurisdiction over the Admissions Oflace, Registrar's Oflace, and Student Aid 
Ofl[ice. 

Himstreet's task, in part, was to help modernize the operations of the three 
oflUces. 

In January, shortly after Appleton took over, the three ofilccs were transfer- 
red back to the Student Affairs Division. 
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Appleton, Kaprlellan and Hlmstreet worked with Pamela H. Walbom, director 
of tlie Student Aid Office, to Improve record-keeping systems. 

Second, Appleton said the university made better use of the appeals process 
for federal funding. 

F^pds for federal supplemental grants, work-study, and direct loans are 
allocated to states. State panels then reallocate the money to colleges and 
universities. . 

The California ipanel originally allocated about the same amount to USC for 
this year as it did for last year. 

"We weren't sati.«fied with the amount, so we appealed to a federal panel for 
higher levels of funding,'* Appleton said. The appeals panel included both 
|)t»rs()nnel from the San Francisco office of the Department of Health, Education 
and Welfare and the Washington, B.C. headquarters. 

As a result, the university was granted a higher level of funding for the 
three pr(»grams. 

••The l»»vel8 of funding we have now are more realistic and in line with student 
neeils," Appleton said. 

Third* Appleton visited HBW's San Francisco office (one of ten regional 
offices throughout the natlnn) and discussed USC's needs with field personnel 
In the T\S. Office of Kdii cation. 

"Ar far as I know, no one from the university has made such a visit — ^at 
least not in recent years," he said. 

IIEW officials have visited the Student Aid Office twice since, and they have 
^iwm us increasingly favorable reports because of our management of the 
4»ff:<'e," Appleton said. 

[From tbe DaUy Troian, Nov. 7, 1973] 
USC Should Inobease Student Aid 

The Daily Trojan urgps the university administration to place the acquisition 
of additional financial aid as a top priority in its planning because it is so crucial 
■ to attracting and retaining top students. 

. hast week .we urged such a move because of XJSC's present overdependence 
ou ftHleral funds to assist students. . , 

I^owever, many key points are omitted in explaining why the university s 
thiancial support of students should not rely on the actions of President Nixon 
or Congress. ^ ^ 

The amount of aid available is highly important in attracting top students. 

Iti comparing student aid funds for 11)72-73, we find Stanford University 
vim <»ffer much more of its own money— $5.5 million— than can USC, with only 
$1.1 million. . ^ , 

This is not flattering. The university's plan for academic improvements In 
tiiis (leradt^A Priority for the 70s — recognized this problem and placed the 
aciiuisition of an additional §1.5 million in student aid as its top fund-raising 

This plan, officials in the Hubbard administration say, will be replaced by a 
c?>mprehensive plan for the ci-ntennial. We hope student aid remains a toi) 
priority in thatl)lttn. iim. ^ ^ . ^ , 

Til*' university. should get the best students regardless of financial need. 
\Vi» hcijie *>^e Iliibbard administration will place ccmsiderations* of student 
qnulity above those of the budget : that is, to stop making the enrollment level 
i»f rhe'frashnian class its chief concern. 

V9^V sh<mld not aciiuire (or strengthen) its image of a university In winch 
entrance in ( maioiied solely by the ability to pay. 

Tliis is not so, because about half of the student body gets financial assistance. 
Vet it Could easilv become that way. . 

The amount of aid available is ab;o highly Important in retaining top 
s t * 1 d en t s 

\ snrvev by the Office of Institutional Students shows that those who felt 
they had no choice in leaving TTSC cited financial difficulty as the primary 
reason for their departure. . ^ ^ 

We think it's about time the administration made some serious plans for 
Htnd'ent aid We*don*t mean merely the allocation of money from tuition in- 
• oreases to support students— we mean the systematic acquisition of new funds 
ta attract and retain top students. 
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[From the Dally Trojan. Nov. 13, 10731 
Student Aid Advisers Perform Many Duties 

Almost as important as the amount of money available for financial aid are 
the services performed hy the staff members of the Student Aid Office. 

Because some $17 million in university, private and government funds Is 
distributed by the office — $0.7 million controllable by the office itself— the quality 
of the staff can help (or hinder) a student in his financial planning. 

"The scope and size of the student-aid program requires capable and experi- 
enced staff members," a report to the University Planning Commission, Student 
Life and Studeyit Services^ 1966-80, said in March, 19G7. 

What do these staff members do? 

"I think the impression in the past was that most of the work was suited onlv 
for clerk-typists, in which forms were typed up," Pamela II. Walbom, director 
of the Student Aid Office, said in an interview in 1972. **That's misleading." 

The staff members students are most likely to see, fiuaucial-aid adviser.s, 
have two key functions — information and counseling. 

Advisers tell students what forms of aid are available, how they can applv, 
and the standards of qualification for programs. 

"Our staff members are to know about all financial-aid programs, so that 
when a student comes in to inquire about aid, one person can tell him about all 
programs." Walbom said. 

"It used to be that a student would have to see one person to get infornmtion 
about scholarships, another person about loans, a third about work-study 
programs. The student would have to make five trips before he got an answer 
to evei-ytliing." 

It appears, however, that dissatisfaction still exists with the office's efforts 
to inform students about programs. 

"Interviews with students indicated that part of the dissatisfaction with the 
Student Aid Office may stem from lack of or inaccurate inforniation about the 
aid programs as it does from the actual amounts available," a special report 
of the Student Aid Committee said in June, 1972. 

"Students are not regularly informed . . ," 

The office has tried to solve these problems by more publicity about studont- 
aid programs and the publication of a booklet, A Guide to Finuncial Aid at 
TIS 0' 

Advisers also counsel a student about financial planning— to help stiulcnts 
make their own decisions. 

"The student is seen as an individual seeking a solution to a problem and n.^ 
worthy of our coun«el and assistance," the 1067 report. Student Life and Student 
Services, 1966-80, said. 

"He is encouraged to siate hi.s problem and relate it not only to hix innncdinte 
circumstances but to a long-range plan with broader inipltcatioifr for his 
development as a person. 

"While the practical problems of balancing his budget are lioing worked ont. 
he is also being made aware of the importance of planning nlicnd : of liaving 
an alternative course of action if his plan does not work ont or if the goal 
shifts ; of being responsible for his commitments ; of exerting his best efforts in 
the nrooniplishment of his undertakings, and of establisliing a prioT'itv of 
values in managing his time and energy." 

Florence Scruggs, 'the first director {)f the Student Aid Office, saw coiuNfling 
as a primai-y duty—one of her compensating jciys f{)r the "panic hours wlicn 
the days drew on and on." 

"I would willingly set aside paper work which wnf=? inip{)rtant the 
opportunity to meet and counsel a student," she siiid in an interview in June, 
1070. following her retirement. 

*'We have found in this oflfice that the needs for financial help nianv tiuu^s 
were only a part of the problem. 

"In interviewing students, we have learned about family problems and 
personal problems that required a great deal nu)re Keli) than we could give, 
but we could refer students to the proper counseling resources on tlu» cnmpu.<, 

"And we undertook that as part of our job." 

Yet students found the f;tudent Aid Office increasingly inir^ersonnl the 
Student Aid Committee reported in .Tune. 1072. 

"This was a source of considerable frustration to the ofilce staff, who 
seemed genuinely concerned with providing appropriate individual considera- 
tion to all applicants," the report said. 



ERIC 



54 



51 



"The committee feels that the financial needs of students are bound up with 
their educational &nd vocational future, and very often, with health and adjust- 
ment aspects of their development. 

Walbom, the current director, believes more financial aid advisers are- 
necessary. 

•'The ratio now is maybe about 2,000 students to every stafe member in terms 
of the programs on which we make decisions," she said. 

"What happens is that there's simply no way we can spend an adequate 
amount of time with students, helping them to solve their financial problems. 

"We've got a good staff who are interested in students. But we've also got 
about 200 students per day, and they're forced to wait long i>eriods before they 
can see an adviser. 

"We may have to schedule appointments, which takes some of the mformulity 
out of the office, but it will at least guarantee that studt'uts will see an adviser." 

In addition to informing and couii.^eling students about financial aid, advisers, 
along with the rest of the office staff, must joint in administering fund.^. 

"They (the advisers) have to compile all the necessary forms — applications, 
financial recommendations, and others. They have to determine whether the 
student ha^ financial need by doing need analysir,," Walbom said. 

"They are determininp: )iis grade-point average, the programs he is eligible 
for — and there are maybe five different programs for which must students may 
be eligible, so they have to determine which programs are best for him— and 
how to package such aid." 

The process of packaging aid is crucial, she said. 

"What we do, simply beciiuse w^e have such a lack of funds, is that we hnve to 
use a.s nnich of them as possible and package them in such a way as to stretch 
them as far as possible to all the students," she said. 

The 19()7 report states further reasons for package aid : 

"It is held that no student should receive total gift aid, no student should he 
overburdened by loan commitments against his future income, and no student 
.'Should find it necessary to work beyond the point where his health or his aca- 
demic survival is threatened." 

The Student Aid Office staff '.^t fourth major function is the coordination of its 
records with other units of the university, particularly those also providing 
services for students. 

"The records of the Student Aid Office should he inteL'rated with the univer- 
sity's data-processing system. A continuing program of evaluation and researeli 
should be initiated to provide information on the effectiveness of the program 
and for administrative decision-making," the 19G7 report to the University 
Planning Connnission said. 

However, by the time of the Student Aid Committee's report in June, V,)T2, no 
action had been taken. 

"The committee recommends that a computerized record-keeping system he 
devcloi>ed . . . This should eliminate needless duplication of effort. alloNN' more 
ready access to information reciuin^d to provide student services, and givi» (be 
administration a more efiicient nianagement-information system," tlie couimittee 
report said. 

A program to automate student records for the Adr.iissioiis Office. uegKtrar .s 
Office and Student Aid Office is finall.v under wa,v. Ilwsvever, it is estimated that 
it will not be completed for two to five years. 

v."ji'i;m)ui is awa'-'' -^i ndent complaints. 

-r apologize to nil those students who (»ame in this office and found it a fias(»o. 
It's been a frustrating year, because we moved at the wrong time— befon* rejiiilar 
registratii»u — we reorganized ourselves, honefnlly for the l»etter. and we had 
problems with the university computers," she said. 



[From the Daily Trojan. Xov. 14. 1U7:\] 
Fixaxci.^lT. Aid Dktermixed TiiRoroti An.u.ysis of Xr-:f;n 

The process i« called need analysis — and from it comes the determination of 
how much financial aid a student will get each year, if he gets any at all. 

Because federal and state student-aid programs emphasize financial need 
more than other factors, it is Important to understand th(» role of need analysis — 
and whether students from the middle class are uniutentially excluded from aid. 

A chapter in Stndent Life and Student Srrvire,% 1906-^0_ a report to the Uiii- 
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verity Planning Commission in March, 1967, described the reason for need 
analysis. 

"Because the majority of undergraduates are financially dependent on their 
parents, an assessment is made of tlie family's ability to contribute to the stu- 
dent's education compared to the overall cost of attending a particular institu- 
tion," the report said. 

"The college or university then attempts to cover all or part of the difference 
between costs and family resources by means of a scholarship, a loan, a job, or 
a combination of these," 

Student Aid Office staff members do the need analyses, with assistance from 
the College Scholarship Service of the College Entrance Examination Board 
and the American College Testing Service. 

Both of these services are provided nationally. Most .students and parents are 
familiar with them — overly familiar, because about this time everv year, thev 
struggle to complete such forms as the Parents' Confidential Statement and mail 
them to the processing service. 

Why are these national agencies used? 

"First, the federal government requires that students applying for financial 
aid through it programs must have need analysis done under a set of nationally 
standardized procedures," Pamela H. Walbom, director of the Student Aid Oflice, 
said in an interview in 1972. 

"ITiese services satisfy that federal requirement." 

But more importantly, the services can do a thorough job, Walbom said. 

**They do a far. more adequate job of financial analysis than we could evi-i 
do with the limited number of staff members we have in relationship to the 
number of students Ave must serve." she said. 

The financial statement requests information ahout parents' income and 
expenses. 

It also asks information about parents' assets and liabilities. 
Special information is asked of owners of businesses and farms, farm operators 
and tenants, and self-employed professionals. 

The student's own assets are taken into account, too. 

From this information, parental incomes are adjusted, and the expected con- 
trilmtions of the family to a student's educational costs are determined. The 
differences are then taken into account by the colleges in determining how nuich 
they can provide. 

"Overall, I think it (need analysis) is the fairest wav of determining need for 
students," Walbom said. 

However, because federal and state student-aid programs have increasingly 
placed emphasis on need, a new problem has arisen. 

In the report to the University Planning Commission in 1967, this problem 
was discus.sed. 

"Previously ino.st private institutions selected recipients of undergraduate 
scholarships from exceptionally bright applicants, and generally the aid was in 
the form of an outright gift," the report said. 

"The new government programs focus on able students who are eligil)le for 
admission to a college and whose family resources are inadequate for their 
education. 

"''I'he meshing of these two divergent programs requires adjustment and .skiir 
on the part of student aid directors ..." 

But because of the university's dependence on federal and state funds for 
student financial aid, it appears that financial need is now the dominant factor 
in the determination of aid. 

"Students from families with incomes beyond the $12,000 to .$15,000 range 
are now almost entirely excluded from four of the five (federal) programs, 
financial need being the sole criterion and scholastic achievement having ab- 
solutely no hearing." Gene I. Maeroff of The Neto York Time ft reported Sept. 4. 

Bemuse federal regul{ition.s limit much government assistance to students 
from low-income families, students from middle-class families cannot get such 
aid. 

As tuition and the general cost« of education increase, especially at private 
universities such as USC, students from low-income families increasingly qualify 
for financial aid. Middle-income families apparently do not. 

"I and other financial-aid officers have told people from these national services 
that the amounts of expected family contributions are way too unrealistic,'* 
Walbom «aid. 
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'"n»e consMuences threaten polarization of the student body Into Wgh" f 
inw^com^uDrwithTtudents from middle-Income famiUes depending more 
iTassXnce from tte Office of Student .Vid to remain in school," the Student 

nu?ra;Tf^l?^'unlvVrSlTno^^^ in.tlti^lona. ftmds to help 

make Tp ^he ciS dlfferea^ between family contributions and educational 

*^°Thls Is a crowing problem for Walbom and the Student Aid Office staff 

"TheTe^eSTTovlrument-s guldellue-s stipulate that aid must be given to ti e 
neediest Zd^ntl-^but who Is the most needy ? Inevitably, aid goes to those fiom 
families -with the lowest Incomes," the director said. , ^„ -tiidpnts We 

"Our aid doesn't stretch far enough *<> ™f * ^VJi. "^/^^/^r^^^^ 
estimate that a student's costs will be about H500 ^^^-TS-the fi^i^ is 
about $4,750 now). We're lucky if we can meet half of that amount, ana tnat 

'''"M we%an't find'oTer resources by which we can provide scholarships, loans 
and jobs, students must either drop out for a semester or more or transfei- to 
a ri^v"!;^itv 01' CaliJroniia campus or one of the state college.-^ and uiiiversitie.s- 

"ItX' ™TX^"b%"Fede^^^^ insured Student Loan f-^^-^ 
which banks and other lending Institutions offer loans at 7% Interest, is open 
to students from middle-class families— at least on paper. _ „,.„„r!H. 

Much of the aid In other federal programs has gone to students from niuioritj 
groups because of tbeii- greater financial need. „ r.ffip.> nf 

In 1970-71, minority students were 10.6% of the population, the QJhcx; of 
EdiTcation rel)orted. They received 20.8% of the federal direct loan., of 
the work-studv payments, and 37% ofthcr,ui;?plemental grants 

Under the Education Amendment of 1972, the Basic Opportunity Grants Pro- 

jrrain was established. .,1., „ ^ 

In the older programs, students competed for the available money, and the 
university was responsible for final decisions on awards, subject to tedcral 

^^flowev^^^^^ the l.asic-grauts program differs in that aid is ohaunelwl diiTotly 
to the needy student, and that eligible students receive the same mmuuiim 
grants as students of similar need do. 1. u^i^ .,h.„i^„f... 

Federal programs will continue to emphasize need, which will not help srucieiits 

S^ii^^universi^ hope more students will qualify for federal aid siniply 
because of increasing educational costs and (liiiiinishiug family contnbutiouK, 
Only time will tell, though. 

[From the Daily Trojan, Nov. 27, 1973] 
TUITION l^oLiCY Is Focus OP Paxel's Majoiuty Report 

Tlie majority recommendations of the CommLssion on Tuition and Fees are 
limited to the university's tuition policy and do not consider its general financial 

Three ^ of the five majority rec(minieTidations deal solely with tuition, and a 
fourth is concerned with long-range tuition policy. . - ^ , 

In this respect, then, the majoi'ity re<*ommeudations dmer frum those in rue 
minority report, which deal with general university finances. 

Roth reports ar« scheduled to be discussed .Monday by the Imiversity Council. 
A recommendation on tuition is expected to be made then. 

Two of the recommendations in the majority report were passed easily ac tne 
commission's final meeting Nov. 8. 1 t • f 

One of these urgetl the university to cope with cast increases by a comniujuiou 
of better management and additional income from gifts. 

The other urged the establishment of a permaueut commission to deteriiuiie 
long-range tuition policy. ^ Anr/ ..4> 

A third recommendation— to limit revenue from student tuition to 40% or 
total university income in 1974-75— was passed, 7-5. 

However, on one motion that included the critical recommendation.^— to 
Increase tuition by $7 per unit in 1974-75, or by $210 above the current tuition 
of $2 700, and^to reinstate the flat rate for students taking 15 to 18 units— the 
10 faculty and stafC members and the 9 students on the commission were divided. 
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•Seven commission members voted in favor of the increase, four voted against 
It and three abstained. The other memhei^s were absent. None of the student 
members voted in favor of this motion. 

So the majority report includes two recommendations passed overwhelmingly 
and three recommendations adopted by a plurality of commission members, not 
a majority. . 

The minority report was approved by all the student members. Tt is a minority 
report only m the sense that the students were outvoted on the critical recom- 
mendations. 

eni^ ^^""^/m Council to defer a decision pending completion in the 

.&pnng or the li)<4~7o budget, when cuts might be made. 
Tliis is perhaps the major difference between the reports. 

In the adoption of the majority report— the proposed $210 tuition increase— 
la'i^SA^^''"™^ about $8 million in additional revenue would be needed in 
Wi4'-To to pay for new costs. 

An increase of $210 would not generate that much money. It is estimated that 
such an increase would produce about $4 million in new revenue The rest of the 
Jnoney would have to be raised from other sources. 

hat are Uxese increases in university costs on which the key majority rec- 
»ommcnciation is based? majunLj lei. 

The administration has estimated the following minimum new expenses • 
A general increase of 5.5% in faculty and staff salaries : $2,8 million' 
An increase in student financial-aid funds : $500,000. 

Increases in externally imposed programs (mostly fringe benefits) and 
increases for operations and maintenance : $1.9 million. 
Price inflation on university purchases : .$1 million. 

Increases for personnel Improvements, including the equalization of 

faculty and staff salaries, offices for personnel and equal employment op- 

portunity^ and the elimination of discrimination: $1.5 million 

However, these are not yet firm university commitments. Once an increase in 

tuition IS approved by the Board of Trustees, the additional revenue can be 

4Hiocatecl by the university administration any way it chooses 

The administration has listed what Goiin Macl^od, director of financial aerv- 

iio^* mf ^^"^^ ^ realistic estimate of increa.sed costs for 1974-75— about 

-«plw million. 

These would be distributed as follows :* 

General increase of lO^p in faculty and sfaff salaries to catch np with 
levels at other universities : $5 million. 
An increase in student financial-aid funds: $1 million 
Increases in externally imposed programs : $2.3 million. 
Price infiation on university purchases : $1.2 million. 
Increases for personnel improvements : $1.5 million. 
Academic-program improvement : $1 million. 
An increase of $350 in tuition $12 per unit) was suggested. This ^vould have 
produced about $7 million of the estimated needs. However, the commission did 
not vote for such an increase. 

But it is possible that the Board of Trustees could aceept these higher estl- 
inates, and may well increase tuition ;ir least $300, despite final action by the 
I niversitv roum-jl. if tiiar happens, a major university crisis could occur. 

In fall, 1972, the recomniend.ition for an increase in tuition was $210, but the 
figure finally approved was $240, for the current $2,700. 

So the key majority recommendation this time coukl be discarded in favor of a 
Trustee-imposed increase. 

The other majority recommendations are le.'^s controversial. 
The fiat rate for tuition, which allows a student to take up to Ifi units at the 
regular rate of 15 units, was to have been eliminated under one of the commis- 
sion s tentative recommendations adopted Xov. 1. 

However, in the final vote Nov. 8. the coninii.ssion retained the fiat rate, because 
its abolition would have added at least $180 per year to the tuition of many stu- 
dents, .<?ince a regular academic load is 16 units per semester, not 15 iniit.«^. 

An estimated $2 million in revenue may be lost by the retention of the fiat rate, 
the commission wa.s told. 

Another majority recommendation urged that the revenue from student tuition 
should he limited to 40% of total university income in 1974-75. 
This percentage has been reasonal)ly .stable since at least 1062. 
A fourth majority recommendation urged the university administration to 
-cope with cost increases through better management and increased revenue from 
•gifts. 
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The report did not eLiborate on the first of this recommendation, except 
to say that the administration sliouid try to keep costs down. 

Private gifts and grants totaled $18.8 million for 1972-73, more than the 
original target of $15 million. This part of the majority recommendation urged 
the administration to increase such gifts. 

However, it is uncertain ju«t where the increase above the $3 million already 
proposed— is to take place. Is it in last year's target of $15 million? Or last year's 
result of $18.8 million ? 

The final reconnnendation urges the establishment of a permanent commission 
to study long-range tuition policy. 

"The commission members felt that six weeks was not suffieiont time in which 
to make a thoughtful, detailed study of all the issues germane to the formulation 
of a tuition policy," the majority report said. 

-Its recommendations for 1^7-1-75 tuition policy reflect a reasonable Band- 
Aid solution to a complex problem. Sometimes critical information was either 
nonexistent or nnavailable." 

The majority report said tuition was linked to the general financial situation. 

"Inevitably, the setting of tuition rates will become inextricably involved with 
the accountability for usage of these present and future tuition revenues" the 
report said. 

•'To accomplish this task in a thoughtful manner requires an exhaustive ex- 
amination and analysis of the relevant data as well, perhaps, as an assessment 
of university priorities." 

[From the Dally Trojan, Nov. 28, 1973] 
>Studknt Jobs Unfilled Despite U.S. Funding 

The Student Aid Office has a new problem this year— apparently more part- 
time jobs are available than there are .student applicants who qualify. 

In the past, students have besieged the Office for such jobs, the earnings from 
which pay the costs of their education. 

In response to these needs, the Student Aid Office sougnt more money last 
spring from the federal government to fund additional part-time jobs under the 
College Work-Study Program. It was successful in this effort. 

Under the program, established under the Economic Opportunity Act of im)4, 
the federal government pay^4 70% of the wages of a needy student working in a 
university office or an off-campus nonprofit agency. The university pays the other 

^^\'^^ridergraduates this year may earn up to $2.75 an hour ; graduate students, up 

In 1072-73. the university received $332,2n0 from the federal government for 
wages, and students earned a total of $454,076. 

For this year, the university received morv than twice as much as last year — 
$724,383— and students are expected to earn $1,034,000. 

However, dcspitethe attenii)ts of Ron Mills, the employment coordinator in the 
Ktudeiit Aid Office, to match as many student applicants as possible, many jobs 
have been Irfi unfilled. „ . . , ^ 

If this is the case at the end of the year the Student Aid Oflice will have to 
return unspent funds for the College Work-Study Program to the federal govern- 
ment. 

What mav be even more damaging to T'SC! is that Its allocation for the program 
in 1074-75 could be cut drastically because it failed to spend all its money for 
1973—74 

-We imve been starved fof funds) for many years, and we couldn't meet stu- 
denr demands for part-time jobs. Xow we have the money, but apparently there 
arc no other students who want to help pay their own way through school," Mills 
said. 

'•Next vear we'll probably be starving again." 

About 300 students here were earning money under the College \\ork-Study 
Program in 1971-72 and 1972-73. With this year's incivased funding, about 1,000 
job opportunities are available. , , i 

Despite publicity in the Dail}/ Trojan through news stories and half-page ads, 
not enough new applicants came in. Mills said. 

•'I guess we are already helping all of the needy students we can. I don t know 
how else I can reach other potential job applicants— except to set up a table by 
Tommy Trojan and advertise free money," Mills said. 
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Sni^^H "^^^ consider part-time students for jobs, 
work ""^'^ l>otential applicauts failed to seek part-time 

ciaYnLd %hll^'i?V/''^?°''* tH' ^l"^^' Work-Study Program is based on finan- 

^.^^w^^'^'^N^^'^ university has tried to develop a better program for part-time 
work to supplement financial aid from scholarship and loans ^ 

J.Jie universityVs participation in the federal College Work-Study Pro-ram has 

.nnh "i'^^^^" "TJ^"' -^^^^^^^^^ ^vho need the efrniny^ f 

such employment to continue their education," a report in March im\ud^^^^^ 
Ufe ana Student Services, 1966-80, said. ^?«tfc>7( 
ch"^?'!*^^.^^ designed to stimulate and promote part-time work for 

Hnwp^ ^^'l^^^^y ^? ^ojjs related to the student's educational objed^Tve'^ 

sion sTXpcI^p i^nn'^f ^ ^ "^^'^^^ "^^^ submitted to the University Planning Commis- 
sion, suggested an expanded program. 

1 JJ^l^ expansion slionld include contacts with alumni and staff visitations to 
business and industrial organisations to promote a student work prog am ^ 
wouia be mutually beneficial," the report said wuu n 

provrd''?n Anr^^'i^olo^^i* ^^^^^"^'^^ improvements in this decade ap^ 

Inn 1 'i. I ' Vledsea that $1.5 million would be raised for scholarships, 

loans, and work-study programs. v.xiuuiir>uiiK>, 

oJll^^^J^l °/ university's Student Aid Committee in June 1072. 

emphasized the necessity of plentiful part-time jobs for .students 

ine Committee endorsed an expan.sion of the job progmm, .saying. "This ap- 
pears to be^iu excellent source of additional financial asst^tanoe'- ^ 

Pamela H. Walbom, director of the Student Aid Onice, pledged such an exnan- 
sion during an intei*view in 1972. ifut,t^u sucn an expan 

saiir^'^^ ^^^"^^ ^ '"^^ ^^^^ ^i^e developing jobs for students," she 

Two other projects that will receive attention in the next few vears will be the 
aeqm.sition of more donor scholai-ship.s and better coordination with nlumni 
scholarship committees. .niiunn 
"We have about 300 donor scholarships for which we must select special stu- 
^^X^ ^^^^^ students with those funds.'* Walluun said 
rinnnrlfL^'fVo"''''^ ^''"'T.^ grade-poiuf average. V,> have to report to rbe 

thP n.f T , progress of the students, their majors, their grade-point average... 
the number of units they take per seme.ster, and so forth " 

Bonor scholarships are often restricted by a students permanent residence, 
.Actors ^^''^^^ objectives, class level, and extracurricular interests, among other 

Tliis matching process takes time—time that an overworked Student Aid Office 
stafl' may not be able to take. This apparently was the ca.«?e in mid-197*> 

"Our investigation revealed a number of instances of failure to comnlv with 
donor regulations Most appeared to be related to the excessive workbmd " the 
Student Aid Committee said in its report. 

* The committee was concerned that .some of these situations ciearly jeopardised 
the continuity of funding, and in one, available funds were not being utilized " 

.M. ihe acquisition of additional donor scholarships will probablv require a more 
thorough process of matching and reporting by the Student A'Vi n^ce staff' 

Another major concern of the Student Aid Office will be better coordiu.-if ion 
with the TTniversity Scholarship Alumni Interview Prograni—110 alumni ami- 
mittees in the United States that interview student applicants for admission and 
.•>ciiolarsn!ps. 

"Kvabiators use recommendations from the.se scholarships committees in 
determining financial need and resi)ond to the committees as to what aid wjis 
received." Walbom said. 

The Student Aid Committee reported some dissatisfaction with the oi^eration 
of the system. * 

"It appears that in a unni])er of instances, tlie top-rnfed candidatesj by fbo 
alumni interview groups have not ]»eeu awarded scholarships, while lower-rated 
candidates have," the 1072 report said. 

"^Tien this information becomes known by the local committee, it understnnd- 
ably jeopardizes the continnity of tlie committee, whose mem])ers feel their work 
u"ni!''^^"* ^"^^ reduces their potential as a source of additionnl financial nid." 
'Phe committee views this situation as another example of the pre.sent staff"s 
inability to cope v^lih the work nssigned t.i their office. . . . 
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"Occasionally tliey (alumni) may have been slighted; in other cases, there has 
not been enough time to provide sufficient feedbaclc to alumni groups on financial 
and scholastic eligibility requirements, with the result that their advice appears 
to be ignored." 

Since the report, special workshipa have been held so that alumni committee 
members and university personnel can coordinate their efforts. 



The minority report of the Commission on Tuition and Fees poses numerous 
C[tiestions about the university's financial condition — questions omitted from 
the n^ajority report because of its limited focus. 

"It would be absurd to consider tuition and fees separately without an exam- 
ination of the context under which they are levied," the minority report said. 

Its primary recommendation urges the University Council to delay a decision 
on an increase in tuition nntil the 1074-75 budget is completed in the spring. 

At that time, the report said, the budget should be submitted to the commission, 
which would then recommend possible cuts. 

"There are far too many questions of university expenditures, income and 
management practices — ^particularly the university administration's projected 
increases in expenditures for the 1974-75 year — still unanswered for us to 
endorse the commission's recommendation at this time^" it said. 

The n^inority report was approved by the nine student members of the com- 
mission. Both it and the majority report, which recommends an increase of $210 
in the current tuition of $2,700, are to be discussed Monday by the council. 

"Students have the right to know just for what their tuition money is being 
spent . . . We fear the commission's recommendation reflects the belief that in- 
creasing student tuition is the most expedient and simplest solution to some very 
complex problems," the minority report said. 

About a third of the 27-page report comments on proposed increases in uni- 
versity expenditures for 1074-75 — estimates it calls needlessly high. 

It comniented extensively on proposed salary increases for faculty and staff 
members. 

"We realize that the university must offer salaries competitive with those of 
other universities across the state and nation if it is to recruit and retain top 
faculty and staff member.^," it said. 

* "Yet we seriously question the administration's planning in this vital matter." 

The report asks why the administration failed to announce until Nov. 8 (the 
commission's last meeting) that it was contemplating an increase of 10% in 
salaries. It also asks if estimated funds will actually be committed to pay for 
increases. 

It (Titirizes the administration's implementation of such salary increa«ses on a 
nonsystematic basis. If a 10% increase for faculty members were granted, it 
would follow reported average increases of 5% for 1071-72 and 3% for 1972-73. 

It questions whether a 10% increase in faculty and staff salaries, increases for 
equalization of salaries, and increases in fringe benefits are too much in one 
year for students to bear. 

The report also commented on increased expenditures for personnel im- 
provement and the equalization of faculty and staff salaries. 

"The university administration's proposals under this category are unclear at 
best." it said, 

"We support the concept of equal pay for equal work. But why did the adminis- 
tration postpone such improvements in women's salaries for years until pressure 
from the women and the federal government . . . forced such action? 

It urges the admini.stration to state the exact allocation of funds for salary 
equalization for 1074-7.'>. 

An estimate of $1 million for academic-program improvement was criticiy.ed in 
the report. 

"We want specific accounting by the administration on which programs the 
money will be spent, and whether such money will really benefit classroom and 
laboratory instruction — or will, instead, benefit university administrators and 
their staffs," it said. 

« The report said the allowance for price inflation appeared to be reasonable 
in other major categories of proposed expenditures. The allocation for student 
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fhrnn^ill^n'^'^lT''^ inadoquRto. and externally imposed costs might be reducca 
through careful management, it added. ^uim n 

The report also stressed the need for a look at the programs iii the current 
^""^T^.^*;.?^ '""^J^ proposed new expenditures for 10T4-7n 

-^^ (the administration) should not assume that all expenditures are bovond 
auction," the -eport said "We believe the administration has failed to prS 
sufhcient evidence that it has attempted to study such reductions " 

Another major section of the report discusses possible new sources of incwne 

On mcreased student enrollment, the report said • "itume. 

"Although we rtalize that the university budget is dependent on the levels at 

fH^^r";^'''^ / • primarily concerned with the maintenance of high 

student academic standards. ^ 

o^^^^'^SJ^^^^;:^^'''''''' ^'^^^^^ - p"'"-».v 

to st"p":Sti""nd4';S^^^^^^ '''' -"-istratio,, 

But it said, ''We would like to call attention to recent trends in tlie national 
economy . . . Because of the.se trends, it may be far more difficult for the u - 
versity to raise money this year." 

I^alsoQ"t;^;j"ioned whether the administration could top the 5518.8 million 
acqmred in 1972-73, the second highest total in USC's history 

The report urged the administration to try to channnel all possible donations 
into unrestricted univei-sity funds instead of to donor-restricted projects 

It also asked that income be generated from new or expended auxiliary services 
extracurricular activities and innovative academic programs 

"We urge that work on such programs begin now so that future financial dif- 
ficulties may be averted," it said. 

Like the majority report, the minority report called for the establishment on a 
peniianent panel to determine long-term policies on tuition and general finances 
VVe believe, in fact, that such a panel should have been established several 
years ago so that long-range planning could have been under wav by now** the 
reiwrtaaid. * * ^ 

"Therefore, hasty decisions . . . such as those fot^ied upon the present commis- 
sion could have been averted ... the administration would not find itself in he 

rwsition ol facing a suit by students *' 

It called for full disclosure of the budget and other financial data so that a 
permanent panel could make informed judgments. 

Xt criticized the administration's handling of hudgetarv matters- "We do not 
consuler the university administration's crisi.s-inanagement system as adeouate 
planning, and certainly not 'innovative management ' " 



[From the Dally Trojan, Doc, 3. 1073] 
Council Faces Critical Tuition D^ate Today 

In the debate about the majority and minority recommendations of tlie 
Commission on Tuition and Fees, the key duestioii t;; whether the administration's 
proposed new expenditures for 1974-75 justify an increase in tuition 

The University Council ii:.<>::pecued to give its response to that question after 
Its meeting today at 4 p.m. in Upper Commons Lounge. It is expected to iinkc 
a recommendation to President John R. Ilubhard. 

The majority report, which recommends a $210 increase, assumes that at least 
inli. "r-? additional revenue— and possibly up to .^12 million-^would he necnled in 
19*4-75 to pay for new costs. 

Such an increase would produce about .$4.2 million in new revenue The rest 
would have to he raised from other sources. 

The minority report, which recommends that no decision be made at this 
time on an increase, accepts the need for some of these new expeiiditures^hut 
challenges the administration's cost estimates. 

The report states the majority recommendations were formulated in an iiiaih- 
Ktan^^^^^^^^ information about the nnivei'ity 

It urges that when the 1074-75 budget is completed in the spring th». 
c^'^'^V^t^^ '''' commission fol- review and recomnu:ncled 
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The Finance and Budget Committee of the Board of Trustees plans to meet 
Tlnirsday, and the University Councirs recommendation is expected to be ou the 
agenda. 

The full board will meet Dec. 12 and is expected to set the 1974^75 tuition then. 

A senior administrator has said that if the University Council fails to decide the 
issue today, the trustees could unilaterally set the tuition rate without the 
counclFs advice — and that such an increase would be at least $300 above this 
year's $2,700. 

Although the trustees have complete authority to decide the rate, they might 
well start a major crisis if they move to increase tuition by that much. 

The University Council, though only an advisory body, serves as the chief 
instrument of University governance, and represents students, faculty and staff. 

If its advice on this issue is ignored, the council could face severe criticism as a 
group without any influence on major policy decision. 

The council's chief supporter, President Hubbard, could thereby lose, too. 

Of the new expenditures proposed for 1971-75, salary increases for faculty and 
staff members constitute a major category. 

Both the majority and minority reports agree such increases are needed if 
the university is to recruit and retain top faculty and staff members.^ 

The majority report offers several estimates. For a general raise of 5.5%, $2.75 
million would be needed in 1974r-75; for 7.5%, $3,75 million ; for 10%, $5 million. 

If it is assumed that at least $a million in new expenditures is needed in 1974- 
75, $2.8 million is estimated for increases of 5.5%. If ininimxim needs are as- 
sumed to be $12 million, then $5 million is estimated for increases of 10%. 

The minority report questions why the administration did not announce until 
Nov. 8 that it was contemplating a 10% increase. 

It also asks if estimated funds will actually be committed in 1974r-75 to 
salary increases. 

In 1071--72, faculty reportedly got a 5% increase; staff, 3%. In 1-972-73, faculty 
reportedly got a 3% ; staff, 1.5%. 

The minority report questions the administration's commitment to such in- 
creases said that apparently, students are being played off against faculty and 
staff members. 

It also criticizes the administration for declining to implement salary in- 
creases in a stoiH)y-stop program, thereby easing the impact on university 
finances, and asked who will get the increases. 

Another major category of expenditures — personnel improvements and salary 
equalization — is assumed in the majority report to be $1,5 million for 1974r-75. 

These expenditures include a new personnel office, equalization of certain 
faculty and staff salaries, elimination of discrimination against women, and 
improved equal employment opportxinity. 

The minority report accepts the concept of salary equalization, but objects to 
the administration's implementation of it in a nonsystematic manner. It also 
says the administration should have acted sooner to eliminate inequities. 

As for student financial aid, the majority report assumes an estinmted mini- 
mum of $500,000 (given $8 million in total new expenses) and an estimated 
maximum of $1 million (given $12 million). 

The minority report says this allocation shotild be slightly higher, and that 
perhaps not as much should be committed from the general budget for athletic 
scholarships. 

For improTsments in academic programs, the majority report assumes that if 
$12 million is the total of new expenditures, $1 million should be estimated in 
this category. 

But the minority report, critical of the administration for inclusion of the 
category only at the commission's final meeting, asks for a detailed justification 
of such expenses. 

The list of externally imposed commitments is estimated In the majority 
report from $1.9 million (given $8 million in new expenditures) to $2.3 million 
(given $12 million). 

This includes money for increases in fringe-benefit programs and for increased 
Costs of operation and maintenance, including utility rates. 

Both reports agree that the estimated $1 million to $1.2 million in the majority 
i'ep'>rt for Inflation on purchases, given an inflation rate of 6.5% to 7.5%, appears 
to be reasonable. 

The minority report urges a thorough review of current programs so that 
possible reductions could be made in other than proposed new exr»endituroR. 
Other major topics discussed are university income and institutional reforms. 
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The differences between the reports on these topics are less apparent, too, 
except for university management 

Both urge the university to increase its income from sources other than 
tuition — ^private gifts and grants, increased enrollment, and new and exi)anded 
academic programs, auxiliary services and extracurricular activities. 

The minority report, however, has some reservations about the current uses 
of largely donor-restricted gifts, and the enrollment of additional studontij if 
budgetary considerations are overly emphasized. 

Both reports also urge the establishment of a permanent panel to develop a 
long-range tuition policy. 

The minority report more fully describes the compo.sition and jurisdiction of 
such a panel, and supports full access to budgetary and financial data and their 
public disclosure. 

The reports also urge the administration to niauage university resources more 
effectively, although the minority report is sharply critical of the administra- 
tiou's performance. 

The key majority recommendation — the $210 increase — was approved by seven 
of the lO-meniber commission. Four voted agaiust it, and three abstained. The 
otliers were absent. 

Only four of the nine student members voted against the increase, but the 
fact that all approved the minority reiwrt indicates that no student support exists 
for the increase as proposed in the majority report. 



I>(»si)ite the growth in USC's financial aid .^inco the Ktiulent Aid Office wiis 
e.^tablislu'd in 1001. the current director believes that the acquisition of more 
funds for scholarships, loans and worlc-study programs is critical in the uc.Kt 
decade, 

"I think it (acquisition) is almost vital to the university if it is going to 
try and .seek the top students. We're competing with other private universities 
that have a great deal more money in terms of donor and univer.sally funds," 
Pamela H. Malbom, the director, said in an interview. 

"If we're going to compete adequately and bring top students at all or bring 
students with financial need, something more is going to have to be done in a 
large way," 

That ''.something more" was the aim of A Priority for the TQs, the plan for 
academic improvements in this decade that was approved by the Board of 



Under the plan, the top fund-rai.sing goal was the $1.5 million for seholarshiiks, 
loan.s and work-.study programs. 

President John R. Hubbard ha.s said that A Priority for the 70a was mer(»ly 
au interim step towards a comprehensive fund-raising plan for the uuiversity'.s 
centennial in 11)80. 

In mid-1972, Walbom and Daniel B. Nowalc, then the acting vice-pre.sident for 
student affiairs, made a presentation to .senior university administrators, urging 
that new funds be raised. 

••Time will tell on what the result of that effort is." \Valb{)m .said. 

'•That's one of the programs on which the university must spend a great deal of 
time and eon.side ration. We must have additionnl funds. There's no question that 
we need it — a tremendon.s amount of ?iew nn)nt\v. 

"Wo're hopeful that the fund-raisers for the university will accept thi.s as one 
of their priorities." 

The needs, of cour.se. are not new. 

In a report to the T'niversity I'lanning Tonnnission in INlareh. 1007, fltu(fe7it Li]v 
anfJ i<tu(lnit i^rr vires, lOfiG SO, large increase^^ in student aid Funds were projected. 

•'Based on present information and an interpretation of apparent trends, gift 
and loan funds will be needed in an amount which doubles present resources." 
the report said. 

"Estinmtes show that all graduates and as many as one-half of the unde^r- 
graduates will be receiving some amount of these two types of sui)port. or will be 
working part time for the university. Many more will be emph)yed part time off 
eanipuK.*' 



[From the Daily Trojan, Dec. 5, 1073] 



New Aid Funds Caliosd Vital 



Trustees in April, 1970. 



ERIC 




61 



At the time the report was released, the Student Aid Office was administering 
abo.ut $5.2 million from all sources. It now administers $17 million. 

However, those totals include all funds from university, private and govern- 
mental sources for undergraduate and graduate student aid. 

The report argues the case for student aid : 

"Two factors emphasize the importance of developing and maintaining a 
strong student aid program : 

"The increasing number of tax-supi>orted Institutions of higher learning in 
California, and the commitment of the university to seek out talented students 
from low-income families whose education might otherwise fall short of their 
potential. 

"An adequate student aid program can build a more diversified student popula- 
tion because it removes, In large measure, the cost barrier In attending a private 
university and allows a qualified student the opportunity to select a college or uni- 
versity for other than economic reasons. 

"The effectiveness of the program has been demonstrated by the large propor- 
tion of aid recipients among those students who are achieving constructive student 
leadership." 

The university's Student Aid Committee isued a special report in June, 1972, 
which reemphasized the need for additional student financial aid. 

The President's Commission on Student Life in its own report of September, 
1972, supported the recommendations made in the Student Aid Committee report. 

"It's an almost impossible task the commission faced. It was forced to cover 
the surface of the student aid problem because there wasn't enough time for it 
to do so,'* Walbom said in 1972. 

"It was limited merely to the endorsement of the Student Aid Committee re- 
port, which recognized only the mo.st immediate needs." 

These particular needs Vv'ere peicfived because of the crisis in the Student Aid 
Office in spring, 1972. 

"The Office of Student Aid is administering an array of diverse financial-aid 
programs which result in a signiticaut's portion of the university's income, with . 
insufficient staft to handle the work in an appropriate manner," the Student Aid 
Committee report saifi 

This year, the Student Aid Office stafE was expanded slightly and given addi- 
tional clerical assistance. 

The funds controllable by the office increased from $5.7 million in 1972-73 to 
$9.7 miliion in 1973-74. 

Ths year, funds from the general budget are $2.8 million, $850,000 for uni- 
versity scholarships. (See story, this page.) 

Federal and state funding continues to provide moat of the money for the 
Student Aid Office. 

Many of the other funds administered by the Student Aid Office are restricted 
by their donors. 

In the 1970s, Walbom and the Student Aid Offipp will seek additional funds, 
both restricted and unrestricted, to supplement funds from federal and state 
programs. 

If such institutional funds can be acquired, the Student Aid Offipe will thpn bo 
able to exercise more discretion in selecting recipients of aid, since federal and 
state programs allocate funds to students mainly on the basis of financial need. 

"It's obvious that our office really decides who attends T'SC, not the Admissions 
Office," Wal!>om said. 

She did not mean that financial considerations are act;;iiHy taken into account 
in the administrations process. 

Instead, she meant that once a student is ac* -pted for admission, the student's 
ability — or inability — to pay greatly infiuences iils choice of a college. 

Despite problems within the Student Aid Office, its goul.s remnin those stated 
in the 1907 report : 

fl) Accurate and comprehensive Infonnatlon about opportunities for financial 
a.ssistance should be available and widely disseminated. 

(2) The student-aid program should be highly individualized through financial 
counseling, which will help make the student's educational experience i)rodur- 
tlve and gratifying one, and encourage him to a.ssmne his responsibilities as a 
member of the university community and later as an alumnu.*?. 

f3) Sufficient funds should be provided so that any qualified enrolled student 
with a legitimate financial problem may havr* some opportunity for a.ssistance. 
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[From the Dally Trojan, Pec. 5, 1973] 
Aid Funds Hn^Eo in Budget 

Student financial aid from the university's general fund this academic year 
has been increased to $2.8 million, up from $2.4 million in 1972-73. This is an 
increase of about 17%, 

Funds for general university scholarships were increased from $774,000 to 
$850,531, or nearly 10%, This was also the percentage of tlie most recent increase 
in tuition, from $2,460 in 1972-73 to $2,700 this year. 

Funds for teaching assistants were increased from $790,000 to $867,104, 
also about 10% more than last year. 

Athletic subsistence tuition was increased from $780,220 to $843,770. This 
money is in addition to funds from three major support groups for intercollegiate 
athletics. 

Other programs in this year's general budget are trustee scholarships, $40,501. 
up from .$36,900; Martin Luther King scholarships, ,$8,100, up from $7,380; band 
grants, $40,000, up from $29,184; fraternity advisers, $20,000, expanded from 
$10,220 ; aid to law students, $171,226. 

In addition to general-fund appropriations, the Student Aid Office was uUvcated 
more than $600,000 for tuition grants. 

These wore $75,(K)0 for Xat? )iial Merit Scholars; ,$100,000 in supplemental 
funds for California State Scholarship renewal students; $128,742 in supple- 
mental funds for new state scholarship winners ; ,$200,000 for students in grad. 
unte and professional schools. 

The grants were new funds used for student recrnitment and retention. 

The total of new funds from the uuiversi ty was about $1 million. 

'jL'^^e Student Aid Office also got much more money from the federal govornnieut 
thi.s year— .$4.6 million, up from $2,1 million last year. 

It got $522,420 from the Supplemental Educational Opportunity Grants Pro- 
gi'nm, more than double the $251,182 from the former Educational Opportunity 
Grants Program. 

It got $1,034,000 from the College Work-Study Program, also double the 
,$454,976 from last year, (These figures include the imiversity's share of 30% 
for student wages. The federal government actually contributed $724,383 this 
year, $333,250 last year.) 

The office also got an estimated .$3 million from the National Direct Student 
Loan Program, up from last year's $1.4 million. This year's direct-loan funds are 
expected to provide about $4 million in aid, as opposed to $2 million last year. 

From the new Basic Opportimity Grants Program, the office received only 
$45,000 This is expected to increase, however. 

Total funds controllable by the Student Aid Office is .$0.7 million this year, 
as compared with $5J million last year. 



[From the Dally Trojan, Dec. 11. 1973] 
Aid Bill Clears Congress; Nixon Veto Called Likely 

Congi'ess has completed action on a key federal money bill that inoludes funds 
for student iinaneial aid in 1074-75. However, President Nixon is expected to 
veto the bill because it appropriates much more than he requested in his l)Ud^'ot. 

By a vote of 85-3 Thursday, the Senate approved an appropriations bill for the 
Departments of Labor and Health, Education and Welfare for 107.'5-74, The 
total appropriation was $32.9 billion-^$1 .'^ billlrm more than NixuVin rpqnests. 

The bill includes more than $1.5 billion in student financial aid, which will not 
be actually spent until 1074-75. 

Earlier, the House voted 371-33 to approve the hP.U whieh will allow the 
President to impound $400 million from the appropriation, as long as no i)ro;,'rani 
is cut by more than 5%, 

The bill will not be sent to the President until a copy is enrolled, or prepan>(l 
formally for presentation. This may take a few days. 

However, once the bill is presented to him, Nixon will have 10 days to si^rn it. 
permit It to become law without his signature — or veto it. 

No one can predict what Nixon considers the breaking? point— and no one 
knows whether a presidential veto of a bill in excess of such a limit would be 
sustained in Conppress, plven Nixon's current troubles. 



ERIC 



66 



63 



Tlu' i^f uo is importiint to studeuts, not only in how irnich they can expect to 
receive, but also from which programs they can get aid— and if they can get any 
aid at all, biH.»ause of differing standards for the pi-ograms. 

It in also important because if federal funds are not approved scon, students, 
parents and financial aid officers will have difficulty in making plans for the 
lJ>74r-7o academic year. 

Because an increase in tuition is probable for next year the federal funding 
que^ton becomes even more critical to the university. 

For manv students, federal aid provides the only means by whicli tliey can 
affdrd to attend TSC. If this were to be reduced sharply, the university could 
not eouie to the rescue. 

Federal aid administered oy the university in four separate programs totals 
$4.r> million this year. This does not include another $4 million in insured 
loans <»f which are decided by banks and other lending institutions. 

Pamela H. \Yalboni, director of the Student Aid Office, said in an intervie\V 
that her conversjitions with HEW regional officials indicate that they expect a 
veto. 

Whether a veti) wcuild be overridden, however, would depend on the intensity 
of congressional nnp:er over Water;:at'' and related scandals, she said. 

Presideist Xixon retiuested .S.'il.i) billion .Jan. 29 for Labor-IIKW projrrams. 
Tilt' Ilou^^e approved i^\V2.s billion June 2<) for such programs, billion more 
than (he presidential recpicst. Tlie Senate approved ^IVAA billion Oct. 4, ."j^l.S 
liillinn more. 

Because the Ihiuse and Senate versions differed the hill was sent Oct. !) to a 
>»int confereric'* connuittee from which tlio compromise was readied. 

Wunld Ni\»>n si^^n tlie bill, anyway, and swallow the additional $1.3 i)iliion? 

'•Sf> bm^ us tite CouKre^s ft)llows a responsible conrse in the passage of future 
spending; lalls. I will cooperate in the spirit of partnership," Xixon said June ID 
in si;juin;; three Imdtjet-autliorization bills. 

•"Hut . , . let there lie no mistake about one fundamental point: If bills come 
fji iiiV desk which are irresponsible and would i)reak open the federal budi^et, 
furi-infr nt «re iTilIation upon the Atnericnn people. T will veto tbeui." 

nu the other hand, he did si^^u a .^lO-billion appropriations bill in Octo!»er for 
the Department of Housing and I'rban Development, National Aeronautics and 
Spncc .V«hninistrali(ai. A'eterans Adniinistration, and other federal agencies. 

This was 8 ^31* million above the budget recpiest. 

Loi'kin;: cbtsely at the student-aid portion of the Labor-HKW appropriaticni. 
major difl'erences between the President's re(pu»sts and the congressional versiouH 
arc apparent. 

H<»Acver. for the most part, the jinionuts for student aid pro;:ranis in 1^74-7.") 
will hi»ld the lint* on spending. That means students slu)uld not expect uia.ior 
increases in aid m*xt yiar. except for tlu» Basil- Oi)portmiity Orants Program. 

rresiileiit Nixt)n asl:ed for .SI..*) hillion in student aid allocated in (he following 
manner: NH.")P million for basic ;;rauls. -SlioO million Hov the Collc^ie W()rh-Study 
rri«;j:ram. million for the KedeniHy Insured Sttident Loan Program, and $5 
milUon f«ir the National Oirect Student Loan Program. 

He ashed for notlnuK for the Supplemental Opportunity (Jrants I'rogniiu. 

Tite Ilnuse version allociited .SI..") billion, too. but in a ditTerent manner: .'^-HO..! 
mihiim for Lasic grants. S^lO.Ji million for supplemental irnuits. .S-7iKi! million 
for worh-srudy. .S-MO million for insured loans. $20.S million for direct loan.s. 

The Senate Version alb)cate(l sli:xhtly more money — .SI. 7 iiillion. It includes 
•SCJiHi inillion for basic Krauts and j^.*jO udllion for state sludeut-inceutive s;rants; 
otiier prn;;rams nre funded as in the House version. Tfie Senate haliltually 
increases appropriatifm l»ills passed by the House. 

In i'oinparisou. the l!)73-74 amounts were as follows: l)asic ^jrants. .S122.1 
neUion : snpph'niental ^jrants, .^21().!j million : worU-study. .S27().2 million: insured 
I«-aiis. S'2i^i million: direct loans. S2(){».i million j.*i;2{).'i million with cjirryovcr 
funds ». 

rsC's share of P,)7.'l 71 funds: basic ^jrauts. Slo.OOO; supplemental grants, 
.^r,:J2.i2t»: wnrU-study. .SI. <>()() : direct loans. million. 

<"onurcss p;isse<l the nruent supplemental apnropriations hill in April, allocat- 
ing .*^^72 niillinu in P.)7.S 71 for four t>f the five programs. This was the total of 
President \ixon*s recpiest— but was not allocated in the manner he desired. 

Xixon snuKht .^()22 million for basic grants. .S2.")() million for W(u*k-stU(ly and 
nothing for orliei- programs, 

Congress tried to apprei)riate the money In accordam-e witb tlu» rc(|uirement.H 
of the Kduc.'ition Amendments of 1{)72. which s;iy that tbree current federal 
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programs must be funded at iiiiniiimitl levels before basic grants can get tiuy 
money. 

These are $130.1 mill ion for supplemental grants, $237.2 million for work-study, 
and $286 million for direct loans. (Congressional critics said two of Nixon's 
budget requests violated tlie law's provisions. 

"When he reluctantly signed the appropriations bill April 26, Nixon explained 
his reasons for support of basic grants at the expense of other establi.shod 
programs. 

"Such grants would be made dh-ectly to needy students according to need, 
in contrast to the current method — an outmoded, inequitable one, I think — of 
channeling student assistance funds to schools through state formula grants,'' 
he said. 

Nixon urged the repeal of minimum-funding requirements, but to date he has 
not been successful. 



tFrom the Daily Trojan, Dec. 11, 19733 
NlxoN Should Sign HEW Bux 

President Nixon should sign the appropriations bill for the Departments of 
Labor and Health, Education and Welfare— which includes student aid fnnds 
for 1974-7.") — passed by Congress last week. 

I he decides to veto it, both the House and Senate should override his veto 
without hesitation. . ^. . • 

One reason for the quick approval of the Labor-HEW appropriations bill la 

obvious. , ^ . . X • tC\r-i r.^ 

If federal officials know how much they will have to administer in llh4-ij>, 
they can tell college financial-aid officers throughout the nation exactly how 
much they can count on. • - ^ i - ^ 

This will permit students and parents to know how much in federal funds 
they can expect next year, which will allow better planning— especially in view 
of another certain increase in tuition for next year. 

However, President Nixon should sign this bill not only because it will permit 
the quick and orderly allocation of more than $1.5 billion. 

The other reason he should sign the bill is that he must recognize the role 
of the Congress in the determination of national priorities. 

The bill, calls for $32.9 billion— $1.3 billion more than presidential requests. 

Furthermore, student-aid funds are allocated largely for older, already-tested 
programs, instead of a relatively new basic grants program. 

On both counts, Congress has determined priorities well. 

We believe such social programs should get more emphasis than President 
Nixon has given ; we also believe that funding for the older student-aid programs 
should be continued, instead of curtailed. 

If the President should veto the bill (H.R. 8877) and claim that his huge 
mandate in the 1972 election justifies the reduction of such programs, Congress 
should swiftly override that veto. 

In 1972, the voters did not elect members of Congress to dismantle all the 
social programs of the modern era — only those they determined did not w^ork. 

Such is not the case with federal student-aid programs. 

President Nixon should also check the latest poll by L(m Harris, which sug- 
gests that public confidence in Congress is greater than that in the White House. 

Students and parents must write to the President and tell liiin to sign the 
appropriations bill— and if he vetoes it anyway, to urge their representatives 
and senators to override the veto. 

It would be a tragedy if we left the determination of national priorities to 
one person's decision. 

[From the Daily Trojan, Dec. 14. 11)73] 
Chances Good for Aid Bill 

The chances appear to be good for a congressional override of a possible i)resi- 
dential veto of a key bill that includes $1.5 billion for student financial aid in 

^'^I'resfdent Nixon may veto the appropriations bill for the Departments of 
Labor, and Health, Education, and ^yelr^lre. approved by Congress last week, 
because it totals ?32.9 billion— $1.3 billion more than the President requested. 
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On the other hand, both the House and the Senate passed the bill by far more 
than the required two-thirds majorities, both in the bill's original forms and mn 
the final compromise version. 

The Senate voted 85-3 to approve the appropriations bill. The House passed it 
earlier, 371-33. 

Furthermore, Nixon would probably not want to risk his remaining support in 
Congress — greatly reduced because of Watergate and related scandals — to muster 
votes to sustain a veto if he is going to lose. 

Both the House and the Senate recently overrode Nixon's veto of the act limit-- 
ing the extent of presidential war powers. 

However, of nine vetoes this year, six have been sustained, one overridden, anO. 
two have yet to be voted on. 

HEW officials expect a veto of this appropriations bill, Pamela H. Walbom; 
director of the university's Student Aid Office, has said. 

Tlie House, where the bill originated, will be the key battleground. 

But Nixon's former chief lieutenant in the House, Gerald R. Ford, can no 
longer help round up votes to sustain vetoes. Ford is now the Vice-President. 

The National Student Lobby plans to join with the National Coalition for 
Full Funding of Education Programs and the Coalition on Human Needs and 
Budget Priorities to put pressure on Congress to override the expected veto. 

The House Appropriations Committee held hearings on Labor-HEW requests 
in mid-March. On June 21, it sent to the floor a bill appropriating $32.8 billion 
for awch i)rograms. 

'I'lio l)ill was finally passed, 347-n8. on Juiit* 26. 

However, two key votes in the House may influence President Nixon's deci- 
sion to sign or veto the bill. 

The House rejected (1213-180) an amendment offered by Rep. Robert H. 
Micliel (R-m.) to cut J?031.() million from the bill. The motion, had it succeeded, 
would have still left the bill some $000 million more than Nixon requested. 

The House also rejected {21i>-lS0) MicheVs motion to send the bill back to 
the committee with instructioiN to cut $631.6 million. 

Neitlier vote, however, amounted to a two-thirds majority. 

Would President Xixon veto a budget-breaking bill and gamble that the 
necessary two-thirds majority to override his veto would not materialize in 
tho House, given those two key votes? 

Significantly, the votes were taken in June — not in December. A different 
political climate exists in Washington. 

If the bill is vetoed, and the veto can he overridden in the House, the veto 
would he easily overridden in the Senate. 

The Senate Appropriations Committee sent to the floor a ,$33.4-billion bill 
Oct. 2. Several senators had indicated their intentions to amend the bill and 
add $4.5 billion to $5 billion. 

However, Mike Mansfield (P-Mont.), the Senate majority leader, and Warren 
G. Magnus(m (D-Wash.), chairman of the Senate subcommittee on Labor-HEW 
appropriations, warned that adding $5 billion to the bill would assure a veto. 

Surprisingly, Sen. Norris Cotton VK-N.H.), ranking minority member of 
Magnuson's subcommittee, told the Senate he would urge an override. Cotton 
is a conservative. 

"I want to send a bill to the White House that he (Nixon) will sign, and if he 
doe« not sign, a bill on which we can override the veto,'* Cotton said. 
Tlie fc^enate passed the bill Oct. 4, 70-0. 

The House and Senate versions of the bill then went to a joint conference 
eoniniittee, from which the compromise version of $32.0 billion emerged last 

Of five Nixon vetoes on Labor-HEW appropriations bills, only one has ever 
been overridden. 



tFrom the Daily a?rojant Jan. 8, 1974] 
Nixon Sigxs STUnENT Aid Bill 

President Nixon has signed a key bill that will provide $1.6 billion in student 
financial aid for the 1074^-75 academic year. 

Tlie funds were part of an approia-iations bill for the Departments of Labor 
and Health, Education and Welfare for 1073-74. The total appropriations was 
-$32.0 billion— $1.3 billion more than Nixon requested. 

o 69, 
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The money is divided as follows : 

Basi»* Opportunity Grants I'rogram, .$nOO million ; Supplemental Opportunity 
Grants jt*rogram, $210,3 million ; Stato Student Incentive Grants Program, 
$20 million; College Work-Study Program, .$270.2 million; National Direct Stu- 
•dent Loan Program, $203 miUi(m ; Federally Insured Student Loan Program, 
$310 million. 

This is believed to be the first time in the five .years of the Nixon adminis- 
tration that Lal)or-HEW funds have been approved without a prolonged struggle 
between Nixon and Congress. 

In comparison, here are the totals for 1973-74. 

Basic grants, $122.1 million ; supplemental grants, $210.3 million ; state grants, 
nothing; work-study, $270.2 million; direct loans, $269.4 million, and with 
carry-over funds, $293 million ; insured loans, $245 million. 

Federal aid administered by USC in four separate programs totals $4.6 
million this year. This does not include state grants or $4 million in insured 
loans or 7%, which are determined by banks and other lending institutions. 

Students here can generally expect their federal aid to remain at the same 
levels or possibly even decrease, although individual circumstances will vary. 

This is because three of the major programs — supplemental grants, work- 
study, and direct loans — will be funded in 1974-75 at the same levels they w'ere 
« for this year. 

Tet because of the $210 increase in tuition next year, more students will 
qualify for the federal funds that TJSC will administer. 

The !)asic-graiits program may prove to be of additional help, however, 
although ITSC students did not get much this year. 



Only $45,000 was allocated to USC students this year from the $122.1 million 
nationally in the basic-grants program. This may be attributed to the late 
funding of the program — too late for many college-bound high scMiool seniors to 
apply. 

More applicants are expected this year for the $500 million available in 1074-75. 

In a letter to President Nixon, two officials of the National Student Lobby said 
they were pleased with his decision to sign the bill, 

''Although the increase does not completely keep pace with inflation, the costs 
of expanded eligibility for aid among students at newly eligible institutions, or 
financial need as determined by the Office of Education, the signing of the bill in 
advance of this spring's financial-aid decisions will prevent the chaos that 
occurred last spring," they said. 

Arthur Rodhell, executive director of the lobby, and Willis Edwards, who heads 
the board of directors, signed the letter. 

In five years, Nixon has vetoed five Labor-HEW appropriations bills. Only one 
was overridden by Congress. 

At least three Dills were vetoed because they appropriated more (inin Xixcm 
wanted— though less than this bill did. 

Why, then, did this bill get Nixon's approval? 

Although no one mentioned the impact of Watergate and related scnndals on 
President Xixon'.s position in dealing with Congress, some effects were evident. 

The bill was passed in both the House and Senate by far more than the required 
two-thirds majorities, both in its original forms and in the final eonipromiso 
version. 

By a vote of 847-5S, the House approved $32.8 billion for Labor-HEW programs 
June 26. By a vote of 79-9. the Senate approved $33,4 billion Oct. 4. A compromise 
version of $32.9 billion was agreed upon by House and Senate conferees Nov. R. 

The conferees added a provi.sion to tlie bill that would allow the President to 
impound $400 million from the appropriation, as long as no program is cut bv more 
than 59^>. 

Three top administration offioials — Roy L. A.sh, director of the Office of Man- 
agement and Budget; ]\relvin R. Laird, Nixon's counselor for domestic affairs; 
Oa«par W. Weinberger, HEW secretary — took part in the negotiations. 

Even witli the impoundment provision, the bill would still be $1 billion more 
than Nixon requested, but a key RepiTblican senator said it would be satisfactory 
to the Nixon administration. 



[From the Daily Trojan, Jan. 8, 1974] 
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"I am satisfied that, for the first time in years, we have as noar an agreement 
(as possible) on the part of the White House." Sen. Norris Cotton (K.-N.H.), 
ranking minority member of the Labor-HEW* appropriations subcommittee, 
said Dec. 6. 

The compromise version was finally approved Dec. 5 by the house, 371-33, 
and Dec. 6 by the Senate, 85-3. 

Another reason for the signing of the hill is that various groups put additional 
pressure on Congress and President Nixon to agree quickly on funding levels. 

Under the law authorizing higher-education programs, most student aid funds 
for one year are supposed to be enacted in the preceding year, so that financial- 
aid ojfficers can plan wisely. 

However, because Congress and President Nixon have had so many prolonged 
fights over HEW appropriations, students, parents and financial-aid officers 
have had to wait for months until the disputes were resolved. 

Gerald L. Warren, Nixon's deputy press secretary, said the President wanted 
to avoid another prolonged battle that would leave Labor-HEW programs in 
uncertainty. 

[From the Daily Trojan, Jan. 10, 19T4] 
Aid Outlook Teemed Good 

Funding for student financlal-ald progmms is In fairly good shape for the 
1974-75 academic year, Pamela H. Walbom, director of the Student Aid Office, 
said Wednesday. 

Following congressional passage in December of an appropriations bill for 
the Departments of Labor and Health, Education and Welfare and presidential 
approval, HEW regional panels will begin soon to allocate more than $1 billion 
to the nation's colleges. 

Walbom said the early enactment of the bill and early allocations by HEW 
would permit the Student Aid Office here to notify first-time and continuing aid 
recipients of their awards by April 24. and in many cases, much .sooner. 

'•I think our totals will be about the same, although since 10% more institu- 
tions are competing for the same federal funds, we may lose a little bit," 
Walbom said. 

Last year, the student-aid appropriations for the 1973-74 academic year were 
not approved until the end of April. 

Most federal aid programs are supposed to be fomard-funded — that is, money 
appropriated In one year is to be spent in the following year. 

However, budget battles between the Xixon administration and Congress 
delayed appropriations until the last minute. 

"Congress gave us a nice surprise this year," Walbom said, not only becau.se 
of the timing of the appropriation but also because the programs that were 
funded. , , , 

Earlier in the year, she feared that the Nixon administration s determination 
to eliminate two federal programs— at the expense of a new Nixon program — 
would cause the university to loss up to $3.5 million. 

However, Congress continued to provide funds for the Supplemental Opportu- 
nity Grants Program and the National Direct Student Loan Program, at the 
same levels as this year. 

At the same time. It provided only $500 million of Nixon's request of $959 
million for the Basic Opportunity Grants Program, which Walbom called **a 
colossal mess." 

"The processor hasn't even printed applications for 1974r-75. ^Vnd the money 
isn't all being used this year," she said. 

As of mid-Novemher, the College Entrance Examination Board reports, less 
thriu half of the $122.1 million appropriated for basic grants had been committed 
to qualified students. 

Walbom said many freshmen have applied now for ba.sic grants for this year. 

She has asked thut all incoming freshmen apply for basic grants, as well as 
current freshmen. 

Walbom has al.so a.sked for a 7% Increase In the budget for university scholar- 
ships for 1974r-75, which would keep pace with the planned $210 increase In 
tuition. 

"I'm pretty sure that we will get that budget Increase," she said. 
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[From the Dally Trojan, Feb. 7, 1974] 
Aid A1X0CJA.T10NS Face Challenge 

President Nixon has asked for some $2 billion in student aid funds to be spent 
nationally in 1975-76, but the manner in which he has allocated the funds is 
certain to be challenged by Congress again. 

In the budget he submitted Monday to Congress, Nixon seeks $13 billion for 
the Basic Opportunity Grants Program, $250 miUion for the College Work- 
Study Program, and $430 million for the Federally Insured Student Loan 
Program. 

However, he asked only $6 million for the National Direct Student Loan 
Program and nothing for the Supplemental Educational Opportunity Grants 
Program. 

Although these funds are included in the budget for the year starting July 1, 
the money is actually spent the following year. 

Those who are sophomores now will be affected most by the expected battle 
between Nixon and Congress over the allocation of federal student aid funds, 
because the dispute will be over the level of funding in their senior year. 

Excluding insured loans, USC students are receiving a total of $4.6 million 
from federal aid programs in the current academic year. 

*'I have a very negative reaction to what President Nixon is proposing this 
year," Pamela Walbom, director of the Student Aid Office, said in a telephone 
interview. 

"I don't think his proposals would be a success in any way — not unless the 
basic grants program performs much better than it lias so far." 

The basic grants program was enacted in 1972 and funded for the lirst time 
last year. 

Money is still available from the $122.1 million appropriation for 1973-74 so 
that students who have not attended college before April, 1973, may apply for 
basic grants. The current maximum is $452 per student 

"We are encouraging students to apply for that money, but as for next year 
(1974r-75), the applications for that program haven't been printed yet," Walbom 
said. "It's in bad shape." 

Under the basic-grants program, money is channeled directly to needy students, 
currently to those from families with under $12,000 in income. Applications are 
determined by a processing service under federal contract. 

This differs from such programs as supplemental grants and direct loans, 
which are administered by educational institutions. Financial-aid officers select 
the recipients according to need. 

President Nixon tried last year to end supplemental grants and direct loans 
(which carry 3% interest) in favor of a formula combining grants. Insured 
loans (which carry 7% interest) and work-study jobs. 

Last year, he asked for $959 million in basic grants, $310 million in insnred- 
loan interest subsidies, and $250 million for work-atudy, but only $5 million for 
direct loans and notliing for supplemental grants. 

But Congress refused to go along with this. Instead, it passed $500 million 
for basic grants, $210.3 million for supplemental grants, $293 million for direct 
loans, $270.2 million for workstudy, and $310 million for insurecl loans. 

Nixon signed the bill Dec. 18. That money will be spent in the 1974-75 
academic year, and the Student Aid Office is waiting for panels of the Depart- 
ment of Health, Education and Welfare to determine what USC will get. 

Walbom is confident that Congress will force Nixon to compromise on aid 
funding once again. 

"I suppose these budget proposals are based on the assumption that he*ll be 
serving the rest of his term," she said in apparent reference to the impact of 
the Watergate scandals. 
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STUDENT FINANCIAL ASSISTANCE 
(Miscellaneous) 



FRIDAY, JTOTE 14, 1974 

House of Eepresentatives, 
Special Subcommittee on Education 

OF THE C0MMm*EE ON EDUCATION AND LaBOR, 

Miami^ Florida. 

The subcommittee met at 9 a.m., pursuant to call in Miami-Dade 
Jimior College auditorium, Miami, Fla. 
Plon. William Lehman, presiding. 
Present : Representative Lehman. 

Staff members present : Al Franklin, majority counsel ; Elnora Teets, 
clerk ; John Lee, minority counsel. 

Mr. Lehman. This session of the Special Subcommittee on Educa- 
tion of the House Education and Labor Committee will come to order. 

Before we call the first witness, I wish to thank Chairman James 
O'Hara for directing the subcommittee to hold these hearings in the 
13th Congressional District which houses so many fine institutions of 
higher learning. i • i 

The testimony in this hearing will go into the record on which will 
be based the decisionmal^ing process of this committee in regards to 
financial aid to students for higher education. 

The witnesses today who will testify will be instrumental m helping 
the subcommittee members, as I said, to help the middle income fam- 
ilies and the young people of middle income families have a better 
chance to get^^the kind of financial assistance they need in order to 
complete their college education. 

As we know, there have been longstanding programs for eco- 
nomically deprived young peoi)le, and of course the children of very 
affluent families do 'not have a serious problem in pursuing studies 
in higher education. But in the last few years the middle mcome 
family and the young ])Pople from middle income families have 
been cauffht in a bind between the rising cost of education and insti- 
tutions of higher learning and the pinch of inflation. 

We're threatened with the probability that our college campuses 
will not longer see the mass oi people in their institutions from so- 
called middle America, and of course our subcommittee and I 
feel that there reallv should ho no substantial financial barrier to 
higher education, regardless of income, social position and any other 
consequence. There should be no roadblocks to a person seeking the 
opportunity to acquire a higher education, not only for the person 
themselves^ but for our whole political, social, and economic societv 
which so badly needs the kind of trained people and the kind of 
input from all segments of our society. 
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I would alHO like to briii^ to your attention tliat one of tlie factors 
to be taken into consideration is tlio now majority age of 18 and how 
it will affect tlie ability and capacity for vouii^- peoi)]e to <ro to collei^e 
and responsibilities that tliese people will have and their families 
will have in reo-ards to this. 

There are many other i)r()bleniri, and many of tlieni will bo com- 
mon to all of the witnesses who appear here today, and we would be 
interested in hearini? any problems that yon would like to discuss at 
this time. 

Before I would oro any further I would like to introduce tlie 
counsel for our subcommittee, Al Franklin, and then I would like for 
Al to introduce the other members of the staff of the committee that 
are here with us today, 

My. Fraximx. to my left is Elnora Toots, wlio is the clei-lc of tlie 
Special Subcommitt<»e on Education, and on the fai- rio:ht is ]\Ir. 
John Lee, who is here representing tlie minority, the Eepublican 
members of the committee. 

Mr. Lehman. John, would you like to make a statement for Jolm 
Dellenback, the ranking minority member who was very anxious to 
be here, but also several days ago told mo lie couldn't make it? 
Mr. Lee. Thank you. 

This committee has been working very hard for the last few 
months and will continue to do so to rewrite title IV of the Higher 
Education Act, which outlines the major financial aid programs. 

We're looking forward today to getting your input so that we can 
better look at those problems and those issues and the primaiw 
changes. I can assure you I'll s:o back to Mr. Dellenback and let him 
know what you're concerned about and hopefully, some of the resolu- 
tions that you can provide for us. 
Mr. LEmiAx. Thank you, John. 

Now, we've held many days of hearings on this matter in Wash- 
ington. Both Chairman O'Hara and myself thought it would l)e a 
good idea to get testimony not just from' the people who are al)le and 
willing to come to Washington', but from areas of the countr}^ where 
the problems really are and really exist. 

I think that's an important ])art of getting the facts and the avail- 
able information that we'i'o fvoing to need to continue tliis process 
and arrive at the proper decision. 

Without further ado T would like to call our first witness and my 
old boss when I was working for this school. Dr. Peter Masiko, pi'osi- 
dent of Miami-Dade Communitv College. 

Dr. Masiko and the other witnesses,, you're free to either read the 
statement as it appears or you can summarize it, but in either respect 
the statements in complete form will appear as pai*t of tlie testimony. 

STATEMENT OE DR. PETER MASIKO, PRESIDENT, MIAMI-DADE 
COMMUNITY COLLEGE, ACCOMPANIED BY DWAYNE HANSEN. 
VICE PRESIDENT, AND TOM McPARLAND, DIRECTOR OE FED- 
ERAL AND STATE RELATIONS, MIAMI-DADE COMMUNITY 
COLLEGE 

Dr. ]\rASTKO. Til auk you, Conofressman Lehman. 
I am Peter Masiko. T>resident of Miami-Dade Community Col- 
lege. I am pleased to have this opportunity to appear before you 
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today and i)resent our views on the Federal student financial aid 
projjrams. 

First, I would like very much to extend my appreciation and con-* 
gratulations for the ontstandin<r contribution which you pei;sonally 
have made to the work of the IIouso Subcounuitteo on Education and 
which the comittee itself has made in the Education Aniondniout Acts 
ofl9T2. 

This very comprehensive and farsighted legislation established the 
basis for resolving many institutional ])rol)lems, including the pro- 
vision of needed funds for hiofher education. 

The funding, however, has been appropriated for only a portion of 
the program authorized bv the legislation. The act assured an appro- 
priate balance of student financial aid programs by requiring the con- 
tinuation of institutional-based programs which complement the basic 
education opi)ortunity grant program and the guaranteed student 
loan program. 

The launching of the basic grant program for the current academic 
year was not too successful as only 3 percent of the students cstunated 
to be qualified submitted applications for these grants. 

Had you yielded to the pressures to limit student financial aid to 
basic grants and the less successful — or less than successful guaran- 
teed student loan program, most financially needy students would 
have been denied higher education during the academic year. 

Your persistence in carrying out the intent of the amendments of 
1972 by mcluding funds for the national direct student loans and the 
supplemental education opportianity grants programs assisted very 
substantially in meeting the increased cost of education and the 
widening gap between cost and family resources. 

In your committee deliberations to appropriate funds for the fiscal 
year 1975, we urge you to continue your resolve to withstand i)ressurcs 
to eliminate the institutionallv based programs, the SEOG and the 
NDSL. 

We would like to recommend for your consideration appro])riation 
minimums of the following: $230 million for the supplemental edu- 
cational opportunity grants, $400 million for the national direct stu- 
dent loans, $420 million for the college work study prograjns, $050 
million for the basic educational oi)portunity grants under which 
freshmen, so])homores, and juniors would be authorized basic grants. 

Congress has taken steps to improve the acceptability of the basic 
grant program, but we believe that further modification is needed to 
assure substantial increases in student applications, and T would rec- 
ommend that the present BEOG family contribution schedule be 
abandoned. 

The separate family contribution schedule, required for the basic 
grant ])rogram, is not'an eqiiitable fijiancial need assessment. Instead, 
I suggest the use of the need analysis systems of the American college 
testing progi^am and the College' Scholarship Service. Both systems 
have been })roven throuirh years of research and implenieniation, 
and both the ACT and CSS f ystems meet the basic criteria of the Edu- 
cation Amendmeuts of 1972. 

Students' financial needs vould be best served by compatible anal- 
yses for basic gi-ants and eoilege-based programs. Tlie elimination of 
the dual application process which is troubling to students, parents, 
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-and the educational institutions, could resolve the major problem we 
have encountered with the ]BEOG — the majority of eligible students 
are not applying despite extraordinary efforts on our part and by our 
financial aid administrators to encourage students to make application. 

Earlier this year, Congress did an excellent job in correcting the de- 
ficiences and misconceptions involving the guaranteed student loan 
prograin. The elimination of the needs test, where adjusted family 
income is below $15,000, together with the clarification of congressional 
intent to provide loans for middle-income families should result in 
substantial increases in guaranteed student loans for next year. 

When you consider education amendments for 1974, I recommend. 
No. 1, an adrndnistrati^-e expense of 1 percent be authorized to reim- 
burse institutions for the greatly increased workload of financial aid 
administrators. 

No. 2, an increase in the Federal interest subsidy to 11 percent to 
provide incentive for banks to participate. 

In your deliberations for fiscal year 1975, 1 also recommend that you 
consider reimbursement to institutions for the added administrative 
burden of the basic educational opportunity grant program. The 
administrative workload for this program is often greater than for 
traditional programs such as the SEOG and NDSL. The traditional 
administrative expense of 3 percent, however, would be an acceptable 
reimbursement. 

There is probably no Federal assistance program which is more effec- 
tive than the college work-study program. It helps the student pay 
educational costs. It provides woith while work exf)erieiioe, frequently 
in the student's academic field, and assists institutions and oft'-campu's 
employing agencies in providing additional services. 

Seldom has a Federal program done so much for so manv students. 
We would, however, recommend one modification to the college work- 
study program. We suggest that institutions be given the authority to 
carry over up to 10 percent of an allocation to the succeeding fiscal 
year, or to utilize up to 10 percent of the allocation for the succeeding 
fiscal year to meet current year obligations. 

Since it is very difficult to estimate precisely the total earnings of 
each student awarded work-study employment, there is risk of a 
surplus which results in loss of funds to the institution and students, 
or excess earnings which must be paid by the institution from its own 
funds, which could cause unnecessary hardship on most institutions. 
Allowing for a 10-percent shift of funds between fiscal years would 
greatly improve utilization of college work-study funds for all 
institutions. 

We also propose an amendment to the national direct student loan 
program to authorize the transfer of up to 10 percent of an institu- 
tional allotment of NDSL funds to college work-study progi'am, the 
SEOG, and vice versa. 

The same rationale exists for NDSL as for the current authority to 
transfer the college work-study program and the supplementary 
grants. The applications for funding of these programs are prepared 
and submitted prior to knowledge of appropriation levels. 

Subsequent variations in funding levels among programs destroy 
the packaging logic utilized in preparing the original institutional 
application. The availability of other forms of assistance also varies 
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from year to year and month to month. Thus, the ability to transfer 
a limited amount of funds among the three campus-based programs 
would. Permit the aid administrator to adjust for such variations and 
utilize the total Federal allotment in the most effective and efficient 
manner. 

These modifiaations in iFederal student financial aid programs 
should resolve some institutional problems and should further the 
objectives of Congress in the Education Amendment Act of 1972. 

Certainly the basic grant, the guaranteed loan, aJid the college- 
based programs will provide the funds for more students to attend 
institutions of higher education, including large numbers cudents 
fi'om low income or disadvantaged backgrounds. 

In asking institutions to assume, a major public responsibility, to 
help lower income students go to college, the Congress provided for 
cost-of-instruction grants to reimburse institutions for part of the 
added costs. 

Funding of the cost-of-education section of the Amendment Act 
of 19Y2 should have a high priority for fiscal yoar 1975. The eight 
college associations which represent most institutions of higher educa- 
tion m the United States are in strong agreement that at least $200 
million should be appropriated for the cost-of-education program. 

I would be remiss if I neglected to mention the exceptional amount 
of education provided by community colleges for each Federal student 
aid dollar. Community colleges enroll approximately one-third of the 
undergraduate students and more than 50 percent of all freshmen. 

Yet in the current fiscal year only 12.2 percent of Federal student 
aid was allocated for students enrolle in 2-year colleges. To put it 
another way, we have a very strong feeling that there's no better stu- 
dent aid than low or no tuition. 

In conclusion may I again congratulate the subcommittee on its 
contribution to the far reaching legislation contained in the Amend- 
ment Act of 1972 and subsequent modifications. I would urge you to 
proceed in carrying out the intent of that act by asking the Congress 
to appropriate the funds to assure the implementation of the provi- 
sions of that act. 

Thant you veiy much for the opportunity to appear before the sub- 
committee, and we were veiy pleased to serve as hosts for this hearing 
this morning. Thank you. 

Mr. Lehman. Dr. Masiko, your testimony was excellent, and I can 
just see myself now working with other members of the committee 
and the staff to try to include some of your recommendations in the 
legislation we're working on. 

I have some questions of my 4)wn, but first I would like to start with 
Mr. Franklin to see if he has some questions he would like to ask you. 

Mr. Franklin. Thank you, Mr. Chairman. 

Dr. Masiko, thank you very much for your statement. It is going 
to be extremely helpful to us. You addressed all the issues that are 
before us. 

I wonder if I could get in some greater detail some information 
about your experience with some of these progi-ams. I take it that since 
this is a community college a fairly large percentage of your students 
work while they're attending school. 

Dr. Masiko. That's true, yes, sir. 
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Mr. Fraxkux. Do almost all of them do that ? 

Dr. Masiko. Do we have a hard figure on that, Tom ? 
• Mr. McFarland. We have a figure o± about 10 percent Tv^orking in 
college and offcampus agencies. 

Dr. jNLvsiko. Xo, I'm talking about just college work-studies! 

Mr. McFarland. That was the next point. AVc don't have a figure 
on emplo3mient in the community. 

!Mr. Hansen. Close to 75 percent of our students are involved in 
some type of employment while they're going to school. 

Dr. iVLvsiKo. I think it might be of interest to the committee that 
we have a board policy which waives our local fees for all students 
whose families are in the federally defined poverty classification, and 
well over 2,000 of our students are m that category. 

So in addition to all the other xerograms Qiat we have, the college 
itself provides its stinuilation to get students into the coumuinity 
college. It s a very elective aspect for our total aid program. 

Mr. Franklin. What would a typical aid package be for students 
from such a family? 

Dr. Masiivo. Well, we have the rei)resentatives from all the cam- 
imses. Tliere may be a little dilTereiU'o in the experience. If I uuiy call 
on some of our financial aid expei'ts for the members of the committee, 
I would like to do that, or, Tom, if you feel qualified to answer that. 

Mr. MrFARL.VNi). This of course would vary appreciably, and as Dr. 
Masiko made on the point on the basic ediu^ational opportunity grant, 
this has resulted in a consi(leral)le change in our packaging. 

For next year for example, our maximum would be $875 under the 
"cost oP criteria. Xow, we might have that plus a ]oh. That would 
probably about cover most of the in divi dual's needs for two long 
terms. 

If, liowev^er, and this would be the case with many, he's not qualified 
for the basic educational opportunity grant, we might have a tuition 
waiver or we might have a need scholarship whidi is Miami-Dade' 
contributed. We might ha\'e a job totalling is — would be 

about maximum. Actually, $2,295 is our cost figure for three tenns. 

Now, T could give you all other combinations because T haven't 
mentioned national defense student loans. Our [)liilosophy is th:'t we 
will emphasize self hel]) in addition to gi'anls, and if the individual 
is qualified for the basic educational o])])oi'tunity grant, then we pre- 
fer umtching this with the job on the college work-study program. 
Two of these will about take care of the needy student s re(iuirenients, 
but then if for some reason lie can't work— he oi* she cannot work, then 
we could fill out the other half of that i)ackage with another grant 
and a national defense student loan. Those are some of the exani[)les. 

Di'. Masiko. ]\rr. Chairman, we try to o])ei*ate on the philoso])hy 
that no eligible student in the county would be denied admission to 
Miami-Dade because of lack of finances. Now, this is a fine concept, 
and I think we'i'e reasonably true to it. 

The only problem is that in soiue cases, unless there s some su])ple- 
nientary siippoi't for the family, which many of our students ai'e ex- 
pected to conti'ibute to, all tho things that we can do are still not 
euongh to eiu'ourage some students to eon u\ 

We look foi'wnrd to the day when this aspect of foi'gone income can 
be considered a respectable part of the total re(]uiremeut to really get 
those nt the bottom of the econonn'c scale. It s not yet an eifective part 
of our operations. 
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Mr. Lehman. The econoiriic problems of the lower income student 
are not just the economic i)robloms that exist on the campus, as eco- 
nomic problems exist throughout life as well, and I can understand 
that. 

The fact that you've lot evcrvoue oouie into ilianii-Dade regardless 
of ability throws an additiojuil burdoji that you luive to .solve iutornally 
in your school, and in my opinion of course we need more Federal 
a-s^^istance to enable you to do this, 

John, do you 

Mr. Lee. You started to si)eak a little bit about the college work- 
study program. You indicated, I think, that 10 percent of your stu- 
dents avail themselves of tlie program i 

Mr. McFarland. No — you mean initial coverage of about 10 per- 
cent employed on campus and oil' campus i 

That's based on approximately 4,200 individuals who are employed 
under that program out of about 20,000 who get financial aid at 
Miami-Dade. 

Mr. Lke. What's the full student body ? 

Dr. Masiko. Well, we have a gross enrollment figure of all cate- 
gories, credit ami iu)noredit, a little over 4(),000 for the current year. 
Mr. Li'U3. And does that include part-time ? 

Dr. Masiko. That includes full-time and part -time and noncredit 
connnunity type service as well. Now, many of these in the latter 
category just are iu)t part of the total aid re([uirement. 

So tlie l)asic figure of present students is in the neighborhood of 
about 30,000 now, and the full-time ec^uivalent on the yearly basisj 
is — well, we're beyojid 2S,0()0 now on the yearly basis, and in a par- 
ticular semester it might i-un as high as 2^,000. 

So this in essence would be the kind of base that Tom is talking 
about. 

The other part of ilio pr()])l(MU, ajul I think we're beginning to get 
some recognition on this, aiul that is the lu^d for assistance to students 
who are not fulhtinu^ students. This is an area of grave deficiency, 
and I think it\s i)articu]arly harmful that — the absence of aid is par- 
ticularly harmful to those students in the lower inconu*. category who 
must continue to make a contribution to the family incOiiie and yet are 
en(^ouraged to come to us and other institutions to try to ijnprove their 
job opportunities. 

"'Our inability to really grant thein comparable aid as full-time 
students I think is an clement of imfairness there as well as a hard- 
ship for them and to us. So if we can extend the privilege of all of 
tlu\s(^. programs to the ])art-time stndent, this I think would be a great 
help. 

Mr. Lkk. Now, on the college work-study how many of those people 
are on otf-campus jobs ? 
Dr. Masiko. Forty percent. 
Mr. Lee. Forty percent. 

Mr. Mc^FARrAXD. We have one of the largest in the Nation in off- 
campus — 25 different off-campus agencies participate. We've worked 
hard on that aspect of it. 

Mr. Lee. If the college work-study i)rogram were to be enlarged, 
can you give me an estimate of about what khid of increase would be 
reasonable in your area in terms of number of jobs ? 
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Mr. McFarland. I think the figure Di\ Masiko used was $422 mil- 
lion which would — about 35 to 40 percent hi total returns at Miami- 
Dade— $420 million. 

Mr. LdEE. We have heard witnesses in the past suggest that we change 
the matching ratio of 80 i)erccnt Federal money, 20 percent agency 
money to some smaller ratio, say 00 percent Federal, 40 percent agency. 
You could have the percentage optional within bounds if you desired to 
make that decision on the local level. 

Do you feel that the nonprofit agencies you're working with would 
still be interested if you had an ability to stretch your Federal money 
further that way ? 

Mr. >IcFarland. My view is that it would definitely inhibit our 
off-carnpus program. I think there would be some who would not par- 
ticipate as fully, maybe some who would not participate at all. 

For example, some of them are rather strict on their budget and 
amount from 20 percent, even though we might offer them more stu- 
dents in a particular area. They budget a particular amount of their 
budget, and then they will not go beyond this. 

Mr. Lkiiman. I'm a little uneasy about the work-study program in 
two respects. One concern is the rather nonmeauingful jobs that are 
created sometimes just to ])rovide jobs. I would like to see the criteria 
])e not necessariy nonprofit, but if an extension of this program into 
profit-making agencies, with assistance at some level such as a 50-50 
basis or one-third, two-thirds matching. 

After all, profit isn't a dirty word, and I tliiuk that we have to look 
at not just the on-campns and off-campus uonj)rofit institutions, but 
also the possibility of extencling this to the needs of the students who 
will w ork in a profit -making world, because our society happens to be 
profit oriented. 

I can't think of a better training ground to assist this education 
tlian working foi- a profitmaking institution, and I would hope that 
we can do souiethiug on tliat. 

I wanted to also talk to you in regards to your 1 percent reim- 
bursenieut to institutions to cover the cost of administration of these 
l)ro£>Tauis. T tliiuk tliat s a valid i-ecjnost. 

Not neces.^arily this case, but we've had complaints that too many 
of the administrative ])eople are not adequately trained and e(inip])e(l 
to deal witli the i)i-oblems of the students, and I believe if the insti- 
tutions themselves wei'c better linanced to rover these costs, we would 
get tlu* kind of campus officials to deal with students who are more 
capable, nu)i-(» undcistanding and better equipped to handle these 
kind of situations, inslead of just somebody whom you could cover 
in your budiret. 

T tlii}dc that s a good suggestion, and I'll pursue it. 

Dr. MASiicf). ]\Ir. Lehman, in that regard let me say that even 
though we have not been getting particular financing for the admin- 
istrative costs, that we have taken most seriously oui* responsibilities 
because the size of the funds that we get from the (lovernment has 
been very substantial. 

Our needs of coui^'o for the students have been very substantial, 
too, and wo have conducted our intcriuil seminars and workshoj)S so 
that each of the cani[)uses is fully prepared to handle the respon- 
sibilities. 
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One of the real problems is trying to get additional staff who ought 
to be on hand at the critical periods of registration and whatnot. 
Now, this gets to be part of the overall problem and some recognition 
as expnse, particularly to those rush periods, would be, I think, very, 
verv helpful. ^ , ^. , 

Mr. Lehman. I just want to thank you for your testimony, and 
if any of the other staff people have any other questions, I would be 
fflad to open it up, but I would like to move it along to so we can 
hear all the witnesses by 12 o'clock. So, suppose we just get a couple 
of more questions and see where we're goin^. v • • 

Mr. Franklix. You mentioned that it is your philosophy that it is 
good for a student to be doing some work— as opposed to studying— 
while he's in school. I wonder if you could develop that a little 
further. Can't it also sometimes be a burden on the student's studies? 

Dr. Masiko. Well, I don't think it s wise to necessarily generalize 
in this regard. The truth of the matter is by our experience, and for 
me it's been my whole life experience in the community colleges ot 
more than 35 year's,' that it's the lower classes economically and the 
lower middle classes that primarily send their sons and daughtei*s 
to community colleges. , ^ ^ i -^x, i. 

It's a very great economic hardship for the families to do without 
the incomes that these people could be eammg, and even tliough in 
most of the cases tuition is very low, it's still something that has to be 
made up in cold cash. , . p . ^ i. • 

So the requirements for doing some kind of gaintul employment is 
there. Personally I would suspect that most of the individuals in this 
society might well profit, if on the basis of the indicated academic 
ability, if we could make it possible for a number of these students 
not to have to ^ork at all. , nj.-i.ii. 

I don't want to downgrade the value of work in and of itself as a 
discipline and as a valuable experience because having gone through 
it,Iknow what it can mean. . j.. i x j 

The only trouble is that the success in college is too often related 
to how much work is done on the outside, and all too frequently 
students are not the best judge of how much they can handle. 

Mr. Lkhman. Dr. Masiko, I know when I was teaching, handing 
out homework to kids who worked almost full time, 40 hours a week, 
off the campus, burdened their ability to produce written material 
to turn back in, and I think that s exactly what you're trying to in- 
dicate. - . . 

Dr. Mapiko. Well, the onlv other reasonable alternative is to see 
that they do not t4ike a full college program. There is a requirement 
to earn some monev, so you prolong the thing. 

You can argue the economics of adding an extra year or semester 
as against devoting full time to the studies and gt-tting into gainful 
empTovment that much sooner. ^ _e i 

Mr.'LEiiMAN. Are you giving any academic credit now for work 
on the outside? . , . . i 

I)r Masiko. "VVelU this whole area is being examined very, very 
closely by us internallv -and by our junior college system in conjunc- 
tion with our State universities. We have to be sure whatever we do 
in this connection will be honored if the students want to transfer 
to the senior universities and colleges. 

42-884 — 75 « 
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Ml*. Lkiiman'. if you ^ive tluMii (M-(Mlit, yon cnn-t mt^ it in 

tlio second pnrt? 

Dr. ;Masik(). T think this is part of tlu^ prohleni, imd I wimt to ho 
sure on that sooro, 
!Mr. Lehman. Ri^ht. 

Dr. ]Masiko. Thoro is a national niov(Mn(Mit. Th(» Anioriran Council 
of Eiluoatioi.1 roccntly r(M)rgan!Z(Ml its (^ouuiiittoo wliioh had been 
(^harjred ^vith the evahiation of service experieiu^e, and tliey now are 
including all kinds of open university typo instructions. ' 

So we expect to get some good guidelines that we niiglit ])e able 
to follow, but it's a very definite trend aiul T think a worthwhile one, 

Mr. Leiimax. How well are you able to coordinate student loan appli- 
cations with your financial institutions in this area? Do you have a 
^'ery workable arrangements? Do you have three parties, tlie univei-sity, 
the .student, and the financial institutions? 

Dr. Masiko. Well 

Mr. ljFAXM\y[ finterposing]. What could we do. legislatively to make 
it more easy to handle ? 

Dr. ]\rASiKO. T think the bank officials are here for several banks and 
institutions, and I'm sure they will have theii' ])articular problems to 
present, to you. 

I have not worked directly on this problem. Tom may have some- 
thing to say. I would like to report for the benefit of the committee 
though that, we get. a substantial contribution from the First Xatioual 
Bank, $5,000 a year, to expand on the nine to one basis for additional 
loans that we could make. So they've been very generous hi making this 
available, and this then enables us to assist students in the loan 
profvram. 

^Iv. Lee. Just a couple of questions. 

^fr. MoF.vnr.AND. May I say just one word on this? 

]\rr. Lettkan. Sure. 

^Ir. MrFARLAxn. As you know we had some difficully in the past 
getting good coordination between the banks and the colleges. 

Mr. LEincAx. T know, they didn't want the business. 

Mr. MoFAnL.wn. TTowever, they have come forward in a verv 
delifrhtful fashion. We'i'e getting exceptiomil cooperation from the 
banks now and i-eally do not have the difficulty in ])laeing loans where 
a student doesn't have a bank. 

^fr. Lee. To follow up a little bit on this idea of work, the co-op 
education program has some Federal funding under this title, aiul 
many schools have operated co-op education inde]iendent of that. Have 
your institntions gone into that ? » 

Dr. Masiko. We have co-op education. We have— who's here todnv 
who would handle that? 

AXSKx. We have a small grant right iu)w which helps us in oui* 
sui)ervision and some of our clerical suppoit for co-op edu(*ation. 

Mr. Leit^man". Would you identify yourself for the recoi'd? 

Ml*. TTaxsex. I'm Dwayne I^ausen.^'ice president, ^Fiami-Dade. 

T>i-. ^Fastko. We have a large number of cnreer-oriented programs, 
and weVe extending the cooperative feature to more and more of these 
programs as the oppoi'tnnities arise. We do a lot which doesn't fail 
within the rather nari'owly defined concept of cooj)erntive education. 

Xow, if you take it as a bi-oad concept where students work in areas 
wliicli complement their st^ies, there's a lot of that going on, but it's 
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not the formal type where we have a supervisor going out and we give 
a particular credit. 

I would suspect your (juestion is related to the more formal arrange- 
ment m which we luive many sup(M-visors who do go out and the work 
is evaluated. It may be on the jol) for a seuie8t(M\ aud then hack to the 
school tlie next seuiester, or a whole host of ditl'erenl kind of arrange- 
n'ents. 

We are moving in that area. We do have some programs going, but 
it's not a big program because we don't — right now we don't have the 
finances for it. 

Mr. Lke. But you would be interested in expanding iu that 
direction? 

Dr. Masiko. Oh, yes, yes, veiw deiinitely because we have a very 
large number of career oriented programs which I'elatc directly to the 
economy of the area, and there would be no great problem to expand 
it. 

Mr. Lee. OK. 

The Office of Educati(m indicates to us that the basic opportunity 
gra.nt program is much more successful. The students got their appli- 
cations out, tlie response has been much better, aud the inntd)er of 
grants signed are going to be larger. 

Do you get the feeling on the local level that this program looks 
smoother ami that more students are going to be able to be qualified? 

Dr. Ma.siko. Tom, how does it look ?^ ^ . 

ilr. McF.\RLAND. It looks better. You're certainly accurate in your 
description. The machinery has been well oiled, the forms are out, aud 
we are prepared to move, 

I still have a feeling though that we're going to have to do a lot of 
spade work. You're going to get an increased mnnber of participants. 
You will get increased luimbers, but I think this dual application 
system is a definite inhibition for students applying. 

I think that is a very important element of Dr. Masiko\s testimony. 
You should consider using one system for api)lication, one compatible 
system, and these two, ACT aiul CSS, they're experts iu it, aud they 
know how, and I see no i-eason for two systems. 

51. Leum.vn. Tom, could y(m identify yourself for the court 
reporter? 

Mr. MrFAULAXD. Tom ilcFarhmd, director of Federal and State 
relations at the district office. ]\Iiami'I)a(le. 

ilr. LKH:^^AX. I want to thank yon. gentlemen, for coming aud liel])- 
ing us on this. 

Dr. MAsrivo. Thank yon very much. 

]\Ir. LEiniAN. Thank you again. 

The next witness is Mr. Timolhy Czerniee, director for business 
affairs for Barry College, and with liiiu is Sister Doi'othy Brown and 
Sister Trinita Flood. 

I think we (*an pull one other chair up, and we cnn get all three 
of you up there. 

Mr. Czerniec is a Tuivcrsity of iliauii graduate. lie has a masters in 
higher education, and he's been the top financial aid officer at Barry 
for 2^1, ^ years. lie's also director of business affairs for student financial 
aid. 
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It s a pleasure to have you here, and you can read your statement or 
you can summarize it, whatever you would like to do, but either way 
as I said before, it will appear' in the record. 

STATEMENT OP TIMOTHY CZERNIEC, DIRECTOR OP BUSINESS 
APPAIRS, BARRY COLLEGE, ACCOMPANIED BY SISTER DORO- 
THY BROWN, PRESIDENT, AND SISTER TRINITA FLOOD, PRESI- 
DENT-DESIGNATE, BARRY COLLEGE 

Sister Brown. Mr. Lehman, I'm Sister Dorothy Brown, present 
President of Barry College, and Sister Trinita Flood will take over 
my responsibilities in 2 weeks, and right now people are suffering— we 
are not — a slight identity difficulty. 

So we thought we would ask ilr. Czemiec to sneak for both of us 

Mr. Czemiec ? 

Mr. Lehman. I think you make a good threesome. 
Mr. CzERNiEo. Thank vou veiy much. 

We at Barry College tire very' appreciative of the efforts of Congress 
in the formulation of the Higher Education Act that has been in effect 

^ PTu°"J.7 t"v?,,^."? '^^^ currently attempting to restnicture 
under the title IV Higher Education Act. 

The needy stiidents at Barry College, a private Catholic institution 
here m Miami, Fla.-and I might add there are many of them-have 
So,, i . u""^ Federal assistance provided by these programs since 
they first became law We are strong supportei-s in the development of 
the new title iV regulations. 

We would recommend that the institutional based programs ns well 
as the direct student support programs both he continued in the future 

^.nLT.'^'f l '"'^'^''^ '"I?P°^ national direct student loan 
program, educational opportunity grant programs, college work-study 
program, basic educational, opportunity grant program and the Fed- 
eral insured student loan program. 

«fld/'^"'"°".?'' iinaly-sis of the policies, procedures and regulations in 
effeci for these programs is needed. The Federal bureaucracy has 
created a number of problems for our students because of a lack of 
coordmation in program formulation. 

It IS rei-y difficult to administer a Federal financial assistance pro- 
gram when specific information is sometimes not up to date, not pub- 
hshed, or only distributed by word of mouth. Tliere are time., when 
foSToTi educational spokesmen do not have adequate in- 

Tlie basic educational opportunity grant is a program with a fine 
concept. However, the separate needs analysis now being required and 
tlie flifference m definition of the student support budget from the 
college ba.sed programs creates many problems for students 
th\L7^?.T^■1 ^^^^,<\^tion completely a.side fmn any- 

thinc that exists pre.-^ently. We would suggest the possibility that one 
awards""" ^^'^ Federal programs be sufficient to "work out 

The .student budget for the academic year should be defined the 
same in all programs. The basic educational opportunity grant has a 
different budget from the re.st of the programs ^ ^ 
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In the making of financial aid awards, the college financial aid 
officer ^ould be given more leeway in the granting of awards to stu- 
dents. Specifically this would mean that auditors would be given a 
regulation that up to $500 over awards could be allowed when ex- 
tenuating circumstances presented themselves. 

Sometimes because of Federal auditors, higher educational insti- 
tutions are at a loss as to what to do in certain peculiar circumstances. 
To alleviate this problem, we would suggest clearer regulations and 
definitions. 

Another problem which is greatly hindering the optimum effect of 
.these programs is the lack of continuity or certainty regarding their 
future. What is available now appears to be a number of federally 
supported programs, none of which are fully funded and some of 
which are only partially effective because of the lack of money placed 

into them. . . 

Colleges and universities need financial information concerning 
these programs well ahead of the current practice. We need fuller fund- 
ing years ahead of time, similar to the forward funding of the ESEA, 
^vith the commitment of Congress and the President that money will be 
forthcoming in the form of appropriations. 

Congress should consider nigher educational assistance appropria- 
tions at the beginning of the congressional calendar as a high 
priority rather than allowiuj^ it to be put off. 

This is a particular necessity of a small educational institution like 
Barry College where financial aid recipients are upwards of 40 percent 
of the student body, and the students continue to go through a year 
to year straggle to see if funds will be available to meet their needs 
and if they will be able to return to our institution. 

Barry needs the continued participation of these Federal programs 
in order for its students to receive r;aality education. We have been 
most appreciative of the efforts made for our students in prior years, 
but we have met frustrations. 

Concerning the federally insured student loan program we would 
like to say that in Dade County, Fla. the financial institution relations 
that we 'have made throughout the past years have been excellent. 
However, the financial institutions cannot continue to invest money 
where there is no return. Possibly they need a greater incentive in order 
to continue to participate in ffreat numbers. 

Another appropriate problem with the federally insured student 
loan program is the distinct absence of regulations and manuals. 
Because the program has switched its focus a number of Hmc.s in the 
last 3 years, there is a lack of coordination between t..9 federally 
insured loan program policies and other college based Federal pro- 
frrams. The problem of defaults might be corrected by a more thorough 
svstem of collection procedures set down for financirJ institutions. 

' We have experienced that some financial institutions do not allow 
the college of the opportunity to know that an individual .student has 
actually received a loan check. At times this lack of coordination has 
led to sifimificant overawarding to the student. 

To solve this problem the financial institution should be requested 
to send the check to the school or notify the financial aid officer as a 
matter of procedure that the student has received a loan. This will 
make the total award package much easier to assemble. 
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In conclusion, we rocomnioncl the following areas be considerod 
when assembling tlie title IV of the Higher Education Act: 

^o. 1, the currwt lack of up-to-date regulations, 

JSo. 2, the amount of support and forward funding available for the 
programs m future years. 

]So 3, a film decision to bo reached by the Congress as to the 
direction and intent of all tlic Federal programs for a solidification 
o± these programs over a period of time so tliat tliev can have 
continuous effect. ^ 

No 4, better coordination of all programs regardhig needs analvsis 
and student budget. 

No 5, that overawards for additional aid be made by the financial 
aid oHicer of the institution when practical. 

No. 6, that bureaucrats and audit agencies be investigated to see 
It tliey are taking too strong an interpretation of these programs and 
whether they are conflicting with the intent of Congress. 

iNo. 7, a combination of both institutional as well as direct student 
support made more clear and adequately funded. 

No. 8, a complete revision of the independent student conce])t so 
as to better identify this rising number of students for all programs 
and imposing criteria for making awards. 

No. 9, an administrative expense reimbursement available for all 
programs which the college or univei-sitv is involved in. 

No 10, the funding of the Stat« student incentive gi-ant program 
would provide matching funds availa])lo for State grant programs. 
Here in Florida we have an excellent student assistance grant pro- 
gram that benefits many students. State incentive programs would 
provide greater funds available at a minimum expense to the Federal 
Government. 

Wi\ would again like to thank you, Mr. Lehman, for allowing us 
to appear at this hearing and appreciate the opportunity to make 
our opinions known. 

Mr. Lehman. I thought your testimonv was exceptionally well 
presented, especially as what happens right on the front line with 
all the little problems that are involved that we in Congress cannot 
loiow unless we have a way of talking to yon. 

Some of these problems are such that weVe not going to be nble to 
resolve in our committee; thev're going to have to be resolved bv 
reg-nlations of the Office of Education. They're going to have to be 
resolved at the State level as you mentioned, but at least we know 
more about what the problems reall v are. 

You mentioned forward funding — we're still trvin^r to rosoh-e 
that in the ESEA, and hopefullv we can do so there aTid lead further 
on into the problems of doing the same with funding for hiirher 
education. 

Sister Dorothy or Sister Trinita, would you like to add vour 
comments to 

Sist-er Brown-. I would like to just add one point, Mr. LoIimnTi. 
that our needy students cohk^ from oiii- immediate porniuunitv, while 
our resident students often come from out of state, and they don't 
reallv have the same financial needs. 

So what we're ta]kinflr about reallv is the future leadership of our 
own community here in south Florida and throughout the State. 
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I think it's extremely important that ^ve all i^main very cognizant 
of the freedom of the students to go to the school of their choice. 

We have had excellent relationship ^yith our junior colleges down 
here, counseling before they come to us and then direction for tliem 
to complete their 4-year programs. 

Wliik we're in a very tine suiiation here, there is the funding 
needed to help these students to have some security in their small 
doubts on campus or whatever they might have and to get a good 
education and return their leadersliip to our conununity. 

Our school of social work has been a tremendous help to the 
commimity in providing the leadei'ship that was nonexistent almost 
5 or 6 years ago, and we're very happy with some of the Federal 
funding coming there — coming through very well, although again 
it has come too late, but yesterday we learned that there wullbe some 
subsidies available to students who maybe have decided not to go to 
school now. 

So the point Mr. Czerniec makes of forward funding is extremely 
important in all of these programs. 
Thank you veiy much. 

Mr. Lehman. Sister, would you like to add something there ? 

Sister Flood. Just one comment. I would like to underscore Dr. 
Masiko's request that perhaps it woidd be a very valuable asset if 
some of the funding could be extended to part-time students. We 
have a great many, as I'm sure the institutions in Dade Coimty do, 
of returning students, men and women, older with family responsi- 
bilities who find it very difficult, even after ha^nng made the choice 
of Bany College, to continue to support themselves and their other 
responsibilities simultaneously, and yet their preparation for leader- 
ship in the comj iunity is a very vital factor to be considered in this 

regard. n i j? i x t 

Mr. LEmrAX. Thank you vei-y much. Yort'\T been helptul to us. i 

know what you do for the residents of this area as far as students 

because I was a resident, and I did go to your college. 
Mr. Franklin, would you like to ask some quest ions ? 
Mr. Franklin*. I would. 

You spoke to the point about you'- relations with financial institu- 
tions in connection with loans, saying they been very good, but you 
said the financial institutions cannot continue to im-est money where 
there is not a better return. * i • 

Is there evidence that their entliiisiasiu for londiiig to stiideiit.s is 
dropping off? 

Mr. Czerniec. Well, let me say this. I would not say that there 
is real significant evidence that they are losing interest. It s just tliat 
because of the economic situation that they don't lun'e the funds to 
make available to students. ^ 

I belive that right now they're getting about 2 points abo\'e the i 
percent as a return, and with fjie economic situation I'm sure they can 
di*aw more if they just put their money— if an S&L puts tlieii' nioiiey 
right into the housing market, they can get a better return. 

Tin onlv thinking that possibly to keep that type of subsidy coming 
to the institutons, it might be a good idea to increase the amount that 
the S&L's or the banks, commercial lending institutions can get. 
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Mr, Franklin. But up to now the^r cooperation has continued 
goodi 

Mr. CzERNiEC, Thir cooperation has continued, but I — ^in fact it's 
been very fine in this area. It lias been one of the best in the country 
I think from what I've understood, and I think tliat they are to be 
compliniented f o^^ the fine backing. 

We at Barry have had a significant anioiuit of money cmne through 
the federally insured student loan program, particularly from this 
area, and have found that the banks and the S&L's do want to help us. 
I'm just concerned about their f utui^e with us because it is a poor money 
we do get. 

Mr. IjEHman. Mr. Lee, do you have a question ? 

Mr. Lee. I was interested in your comment rbout the State student 
incentive grants, currently we have 19 million Federal dollars in that 
program. Many States have moved to develop their programs. 

Can you t^li us a little bit about how tlie State program works for 
you ? 

Mr. CzERNiEC [interposing]. Well, I would like to refer to Sister 
Dorothy who has worked directly on the legislation on it and knows 
much more than I. 

Sister Brown. Yes, I would be glad to make a comment on that. For 
several years weVe endeavored to get some kind of legislation through 
wliich was promoted predominantly by the 17 or 18 independent col- 
leges, but it also incorporates the State univei-sities and the junior 
colleges. 

Two years ago we were finally able to get a bill through, but it only 
gave up an appropriation of $360,000 which was gobbled up very 
rapidly, and I think every college in the State probably had thousands 
of other applications that might've been funded. 

So Ave were successful the second year to got $3,000,000 which was a 
little better, but we still have thousands of students who are applying 
and not being subsidized, not receiving the possible $1,200 toward their 
education. 

One significant thing about our bill here in this State is the fact that 
$1,200 can be used for any purpose. It's not just a tuition grant, and 
therefore if a minovity student from Dade County would like U) go 
up to Tallahassee or Gainesville or Tampa, some pla<ce, they can use 
that for their residence requirements. 

Wo think this is veiy vital in our State because it gives them another 
environmental experience besides the living conditions where they are. 
HoAvever, in tJie private colleges this does not cover tuition in any of 
the 18 colleges, naturally. 

Last year we promoted Vory strongly a pi'ojection that would go to 
0.8 for the coming year and 9.4, 1 believe, for the following year and 
12.6 million or something like that for the fourth year. So the program 
would be viable. 

However, just as in the Federal problems, the ai)propriations C4ime 
up the last day of our State Congress, and the appropriations landed 
at 4.3 w^hich is a great disappointment, not only to the private institu- 
tions, but I'm sure to the State universities and the junior colleges. 
So again, we're going to have thousands of students in Florida who 
wi.cfh to attend Florida institutions, but who can't do it because the 
appropriations are not sufficient, and again we learn it at a late date,, 
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just last week, and I don't know what we're going to do about all the 
students who would like to come into school and be f imded. 

Mr. CzERNiEC. I would just like to comment on that very ([uu'kly. 
The State incentive money that would come from the Fed(M'al ^ (;\'orn- 
ment could be possibly funneled through this type of agency ^vh\ch we 
are— would like to think is a model for the rest of the United ^States 
•and other States who use this type of system. 

Why I say it would be at a minimum expense to the Federal Govern- 
ment would be that the Federal money could be used directly to funnel 
through the State and would be given out to needy students in this 
State and wauld mean that you would have to funnel less in the other 
programs possibly. ^ 

This program has been very successful in our State, and we're very 
proud of it. 

Mr. Lke. Another thing that you commented on that has caused a 
lot of problems is the independent student. Could you explain a little 
bit about the kinds of problems it produces for you ? 

Mr. CzERNiEC. Well, this is a very difficult problem. The problems 
that can come about right to my mind would be, first of all, the student 
support budget is significantly higher for an independent student, 
which means that we have to give out a gi-eater amount of financial aid 
for the student to go to school, which means that we have to cut the pie 
a lot less, which means that we have less to give out to everybody else. 

Since there is such a great demand for the money, the financial aid 
officer has the responsibility of continually tiying to figure out where 
the students can go to get money and trying to point the student m 
the direction or get the student the money or whate ver. 

This does present quit-e a problem 'and from a legal standi)oint 
I'm not qualified to speak to it; but I think that there are many ques- 
tions that ha^'e to be resolved there, and it's one that I really don't have 
the answer to ; but I would like you people to address it, if possible. 

Mr. Lehman. Don't you think that there's going to be a greater 
trend toward independent students now 

Mr. CzERNiEO [interposing] : Yes. 

Mr. Lehkan [continuing] . And there's going (o be los.s use of family 
means for support. I think we're going to ha^'e to face the fact that 
we're going to have to cut the pie thinner and thinner, and therefore 
we're going to have to get more adequate funding. 

Mr. CzERNiEC. Absolutely. 

Mr. Lehman. I want to thank all of your for coming up here and 
also thank Dr. Masiko and Mr. MoFarland. I know you have busy 
schedules, and this is a busy time of the year, and I'm very gi-atifiod, 
and I know our committee'is going to be appreciative of you taking 
all this time. 

I would like to declare a 5-minute recess and then we can get right 
back with the next two witnesses. 
[A short recess was taken.] 

Mr. LEroxAN. The next witness is an old friend of mine and heacl of 
an institution where I received my teaching certificate. Dr. TTenry King 
Stanford. . ^ ^ i 

Dr. Stanford, for the record would yon mtroduce the other meml)ers 
of your contingent? 
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STATEMENT OP DE. HENEY KING STANFORD, PRESIDENT, 
UNIVERSITY OP MIAMI 

Dr. Stanford. Tin Ileni-y Kin<r Stanford, president of the Uni- 
versity of iliami, wluch is located in Coral Gables, Miami, and Vir- 
ginia Key, and Pidcjeon Key, and the cre.stline of the Everc^lades, and 
we have biological field station in Ecuador. So it^s a rather extensive 
institution. 

With me are Dr. William E. Bntler, vice president for student af- 
fairs, and Dr. F. Thomas Sheeder, director of financial aid and career 
services. 

Mr. Oiairman, T Avant to eoni])liment vou and yonr fellow members 
of tlie snbcoinniittee for liaving the wisdom to hold these hearings out 
m the hinterland. There are insights to be gleaned from the provinces, 
and we're happy you have recognized this. 

Speaking of provinces, I twiuk one of the most provincial places I 
ever lived was on an island off the continent of North America 
called ^Manhattan. So welcom^ to your alma mater and your hometown, 
and we're grateful for this opportunity to speak to you. ' 

T will not read my testimony. I think it has almidv been filed and 
will be a matter of record. 

yh\ LEinr.vN rinter]:>osingl. Tt will be in the record. 

[Dr. Stanford's statement follows :] 

Sr.VTKMENT BY I)R. HKNRY KINO StANFOIID, PrESIDKXT, UNIVKRSrrV OF MlAAEI 

:Mr. Chjiirihitn and memhors of the subconiniittpp. I nm Dr. ITonry Kinj? iStnn- 
fonl. Prpsidont of the T'nivprsity of Minmi in ('oral Oahlp.t?, Florida' Acc()ini)nnv- 
InR me today are Dr. Willinm A. Butler, the TTniversity'.s Vice President of Student 
Affairs, and Dr. F. Thomas Slieedor, our Director of Fnaiioial Aid and Career 
SGrvjr(\'?. 

At the ontsot. IMr. Chnirman. niny I exprps« our Rmtitnde to you and to the 
Suhcommittee for the opportunity to appear at this field hearing:. It is a tribute 
to both the thoroup:hness and the dili^enpe of the Snl)pommittee that hrarinj; op- 
portunities are l)pin^; oiTered outside as well as in Washinp^ton on the vitally 
important legislation which is the suhjeet of today's hcaiin.ir. 

If I may. I should like to make sonio srncM'al Vonmiputs and observations and 
then turn to Dr. Shcpdcr to discuss with you sximc of our rxpeM^lrncrs and rrroni- 
mendations in behalf of Federal student financial assistance Ic^^islation and par- 
ticularly that related to Title IV of the Higher Edncati{m Aet. 

By way of baekjrround. the Tniversity of Miami is a private, independent in- 
.stitution founded in TOS.'. Its .students conie from all fifty States, the District of 
Columbia, and over sixty foreipcn countries. The T^ni versify offers underj^raduate, 
graduate, and professional aeadetnie propcrams throu^?h eleven schools and col- 
lecres. Its total enrollment of approvxiniately Ifi.OOO students makes it the 1 arrest 
private institution in the Southeast. 

or tliose lO.nnn students, more than 10.000 are full time. About H.OOO of our 
students annually receive some form of student financial aid. with most rccoiv- 
ins some dimension of support from Federal programs speeifieally. which . in 
the acrcrreprate. constitute over half of all our student financial aid resources. 

Tt is evident how hisrhly siffnifleant Federal student financial a'^sistancp pro- 
crams- are to onr eontinuine: success as an institution of higher learning:— and 
particularlv as a private Institution receiving: more than one half of all of its 
oj)eratinK dollars from student tuition income. Tt is hardly necessary to say that 
our oj)eratinp: costs are continuing to increase in a substantial wa.v and that a 
ma.ior portion of these costs must be passed on to our students. 

As eosts increase, more and more students are requirinpc student financial aid 
support. A direct refieetion of this is in the fact that our number of student aid 
api>li cants has more than doubled over the past four vears despite a dcelininjc 
enrollment during the period. 

That onr resources to meet expanding student need have increased nearly 
aeeordin^rly is, in large measure, a tribute to the efforts of the Congress in both 

9u 




87 



vxpiinding existing i'cdoral stiulont af^-;lstaiice programs and in adding now pro- 
grams to help ni{H»t new needs. 

As an institution, we support the continuation and expansion of all Title IV- 
autliorized Federal student assistance programs: the Basic Educational Oi)- 
portunity Grants Program ; the *'eoUege-based" Xational Direct Student I^)an, 
Snpi)lemental Educational Opportunity Orants, and ('ollcge Worlc-Study Pro- 
grams; the Guaranteed/Insured Student Lonn Program; and the State Student 
Incentive Grant Program. Though we would recommeud some rcanenicnts in 
nearly all tlie existing programs to make them even more effective in serving 
siudents and the post-secondary education community, all are vitally important 
•and should be perpetuated. 

If I may, Mr. Chairman, with thanks again to you and to the Subcommittee 
for this opportunity, I should like at this time to turn to Dr. Slieeder to a.sk that 
he share with you some of our experiences and specific recommendations relative 
to Title IV student financial assistance legislation. 

Please be assured that we will he happy to respond to any question you may 
Imve. Thank you. 

Dr. Stanfoi^d. May 1 otfer first a few general coinments, then ask 
Br. Thomas Shoecler to talk specilically about the impact of the Fed- 
eral student linaneial assistaiu»c programs on the University of Miami 
and then more particularly on our students. ^ . 

As we all know our institution is a priA'ate, independent university. 
Our students come from oO States and (H) foreign countries. We ha^•e 
about 16,000 students. That s a kind of a oluiiuber of commerce total 
headconnt, of whom about 10,000 are full-time students, and of these 
10,000, 5,000 receive financial aid in some form. 

Of all the financial aid resources we have nu)re than 50 percent of it 
comes from the Federal (Jovernmeut, but I want to talk just for a 
moment about the significaiux^ of this financial aid, not oulj^ to all 
institutions of higher education, but particularly to private institu- 
tions. 

As you know, wc^'e been faced with tremendous inflationary pres- 
sures and have been forced to raise our tuition beyond the levels ^^'hich 
we would have liked. 

We are a young university. We are celebrating our SOth anniversary 
in the next 2 yeai-s. We were cluuiered in 1925, and opened our doors 
on October 2(). 

Mr. Lkitman. Dr. Stanford, when I was a student there about 15 
years ago the tuition was $30 per credit hour. What is it x\o^y 'i 

Dr. Stanfoiu). Well, it's $2,500 a year, and you take 30— tlie average 
load, Tom, is about 30 credits, is it not ? 

Dr. SiiKKDKR. Yes, that's right. 

Dr. St.vnfoud. For the year, so that's 30 into $2,500. 

Mr. LETiAt.vx. $J^5 a credit hour ? 

Dr. STAXFcmn. That's about— that's a big increase. 

We don't have a large endowment that is characteristic of some of 
the older private institutions of our country. We'll get there someday, 
but we liave to rely more heavily upon tuition. So f his means that any 
Federal program that aids the student, who then in turn pays tuition 
with it or a poition of tuition, helps tUc — to maintain the solvency 
and therefore the existence and certainly independence of this uni- 
versity. 

So we have been grateful to Congress. We pay tribute to you for ex- 
panding existing Federal students assistance programs. We support 
the continuation and expansion of all title IV authorized Federal 
assistance programs. 
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We want to fret a little bit this mominiG: about some aspects of the- 
operation of these programs, the forms that have to be hlled out. I 
think Tom's going to say something about tliat. We wish Congress 
could make up its mind a little earliei* in the year so that we could 
make definite specific grants to students, ratluM* tlian tentative grants, 
which I think youVe had to do in some cases, Tom. 

So thank you for letting mo give these general comments. Tom's 
going to be more sjjecific, and then we'll be happy to try to answer your 
questions. 

So, this is Dr. F. Thomas Sheeder, Director of Financial Aid and 
Cai^eer Services. 

STATEMENT OF DR. F. THOMAS SHEEDER, DIRECTOR OF FINAN- 
CIAL AID AND CAREER SERVICES, UNIVERSITY OF MIAMI 

Dr. SiiEEDER, Mr. Chairman, may I add my grateful thanks to those 
of others for the opportunity to meet witli the subcommittee today to 
share observations and to exj)n»^^s \ icv.-s on Kt^leral student n.Svsistance 
legislation and particularly tluit of title IV of the Higher Education 
Act. 

^ If I may take the furtlu^r liberty, Congressman Lelunan, I should 
like to pass along to you the specific compliments of two of my v' ]- 
leagues in the student* aid community, M\\ Richard Tombaugli, exTCu- 
tive secretaiT of the National Association of Student Finaiici^fl Aid 
Administrators, and Mr. Allan Purdy, NASFFA'S director of State 
and Federal relations and alj^o director of financial aii* services at tlie 
University of ^Missouri. 

By virtue of their NASFAA responsibilities, both Mr. Tombaugli 
and Mr. Purdy have enjoyed the privilege of testifying before this 
subcommittee on a number of occ^isions, and both have expressed their 
particular gratitude to you specifically for attending so regularly and 
sharing in the hearing deliberations. 

I should like first today to make several comments and reconmien- 
dations on matters which relate to clusters of title TV ])rograins, arid 
I think will suggest observations and views about certain of these 
programs specifically. 

We first would reeomnumd strongly the eontinuatiou of all tln^ 
college-based programs in new legislation. T]w national direct student 
loan, supplemental opportunity grants and college work-study pro- 
grams are time-tested, highly developed programs which have otl'ered 
opportunity to institutions to ])aekage coordinated elnsters of aid for 
students which have served both student and po^^lseeondary institu- 
tional needs in a quality way. 

Other title TV programs eomplonient th" college-based ])r()granis 
by offering}: added assistance to traditional student aid award(»es and 
by providmg sui:)port to new awai'dees requiring assistance in the 
of rising costs. 

We further would recommend tliat all three coUe^r^-based proiri'ati^s 
have funding provided for in new lecrislation which is at lea-t at the 
threshhold levels incorporated in existing legislation. In fact with 
both the vast immber of new students seeking aid as a result of rising 
c/)sts and the substantial numbers of additional institutions seekimr 
aid for their students— and I know here that the OfTiee of Education 
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lias advised that some 3,800 institutions filed the tripartite application 
for funds for fiscal year 1975 as against 3,400 for fiscal 1974--it would 
be hoped that the college-based programs' funding bases could be even 

^"f have been informed that Mr. Richard Tombaugh's testimony 
before this subcommittee on both May 29, 1974, and June H, 19/4:; 
apeais to and documents this posture, and I would comment that 
testimony to you for further consideration. ^ , ^ j- i.i „ 

On a related matter, I would conmieiid the Congress for the 
advancements it has made in behalf of existing programs by providing 

for full forward funding of allocations. 

Yet I would observe that certain problems still remain in connection 
with timely delivery of information to institutions and to students 
which I would hope could be given legislative attention. 

Mav I observe specifically in behalf of the University of Miami that, 
though we filed our tripartite application for college-based fiscal year 
1975 funds back in the fall of 19^3, and though the President signed 
the appropriations bill into law, I believe, on December 19, 1976, we 
do not yet, at the time of the preparation of this written testimony 
•It the midpoint of the week of June 14, have our institutional alloca- 
tion of funds' notification on the NDSL, SEOG, and CW-S programs. 

We long since have had to make tentative, contingent awards to 
those planning to enroll as new freshnien in the fall of 1974, but 
awards of this type are not really fair either to the students receiving 
•^'them or the institutions offering them. . i u , . j:, j- 

■Viiother obvious example of the difficulties created by late funding 
is that of the fiscal year 1974 effort with the .basic educational oppor- 
tunity grants program. It became impossible nationally to expend tiie 
full entitlement allocation for the year as the result of late tunding 

^" Much improvement has been made in the timetable for the BEOG 
nrocram for the coming fiscal year; yet I observe that only recently 
hav^ administrative orientation sessions for secondary school guidance 
counselors and college financial aid officei-s been completed on BP.OCj, 
and the beginning of the fiscal year is less than 1 month away. 

Mav I speak also on another problem of growing importance to 
our students and, I feel certain, many students across the countrv 
Vs programs have been added, each with specific conditions as well 
as conditions which are compatible administi;ativcly with those of 
existing T)rograms, the process of applying for funds has become more 
and more coniplex-perhaps complex beyond the point of assuring 
that complete and accurate hit'omiatiou 1ms been obtained from each 

''^if impossible now, if a given student were to seek aid from all 
exi'^tino- title IV student assistance prognuus only— and many students, 
narticiilarlv at private institutions, must, given the on-campus resi- 
lient student budgets which can equal $5,000 or more aiumally- 
foi'that given student to complete no less than five dilTerent application 
forms and. at least one set of need analysis materials as well as a 
variety of s'upporting documents. . 

Most students, and their parents, complete all forms l>ocause it is 
so vitally important that tliey obtain the financial support which 
often results, but more and more are becoming conceruwl with apph- 
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Tnfl'!L?TP^''''^'l' ^^'"^ ajJSi'Pgate, many believe make 

Internal Eevemie Service requirements pale by comparison 

kJL- T''" ^^'"-^^''^ financial aid officers are 

becoming convinced tliat tlicir offices may M-ell ultimately be desti.uxl 
to collapse of their own wei^yht of application paper. 

1 believe that -jvliile paper cutback is no simple problem, certain 
kgisktive potentials to begin dealing with thi's problem do ex s 
First I would ]u>pe that this subcomnrittee would |ive ser o is aWen- 

JZ. Jtr"''^'^''\^^ ^f^^ compatible need analysis system to 
sei-veall programs, rather, for example, than one to serve the BEOG 

STfTf""'^ ^r^-^ Pi'ojirams, and I am simply under^ 

scoring the cominents of others this morning in making thilt point. 

becond, I would recommend that section 4S)8, part F of Hie "Gcnei'al 
Pi-ovisions," re ative to the. affidavit of educational purpo e cou be 

NASFA aT*^' T'TT""^ affidavitSuinecessarv! 
fAbFAiVs Eichard Tombaugh, m his May 29, li)74, testimonv 

to take the liberty, if I may, to quote from his testimony: 

The Office of Bducntion has m.ide a legal interpretation that nffldnvit ,„...,„<: 
a notarized statement. The notarization proee...^ artdr ch eonfusim/ 
fn"^" . """^ 'ilike, complicates the regTstra iou proces " n ma y 

■n^it,.tions. and generally make.s aamlnistration oAll I^Hle^,l J.rog^/m.s ^.o"-; 

Yet tlie notarization has no le^:al value excent tliat flip cio-nnfnva «^oo 
J^do^^K^-^^^^ 

^^"■"^"-"^ ---- umtSui/iS 

On the guaranteed/insured student loan program, the recent in- 
coi-poration is legislation of automatic interest benefits witliout i ee s 
test for loans of up to $2,000 to students from families wit Tdi s ed 
gross incomes of $15,000 or less represents a major step f / ' ^ 
giiaranteed/msm'ed student loan program. 'I'limrnc 
are mo.st impressed with the evolution of this program, tliouHi 
we would recommend tliat two additional changc.s' legi.slat ve v be 
macle. I< irst, we iinderstand that, at a point in this pr,,grimi' • • ] ' ti >» 
legislatuTly a -percent administl•ati^•e allowance 7o colleges a 

rsri t;;!^:?iSd;;.^r^"^^"*-^^^^^^ " '--^-^-^-"v 

msts to institutions are very real and are growing, and relief is uc'Sed 
bocond, It would be our rocouuuendation, in sui)port of our col- 
leagues ,n the lending institutions at a time of vc, atile niarke - 
d.tious t lat the .special allowance to lenders be made more »uV ve 
to conditions and thu.s make guaranteed l(,an lending a re > la • • 
more attractive investment. i«■.^ul,ln^ 
I again quote from Mr. Richard Tombauirh's May 29 testimony 

"t^^S^^^^i:^^' ''''''' ' — ^1'"' 

londer can get a fair return „n the investment. It seemT important f-Als th^^^ 
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the special allowance be prodictable in advance rather than being set retro- 
actively, sometimes far into the next qnartor. 

The psychological impact of reducing the special allowance for the prior 
quarter at tlie same time the prime interest rate reachesr? an all-tinie high is 
obvious and should somehow be avoided. The constant interest should be 
maintained to provide stability in the cost to the student borrower. The current 
seven percent rate seems to be a reasonable expectation of the borrower. 

On the BEOG' program I would suggest that this ^n'Ograin is a nothor 
which is iiiiagiuative in concept and potentially excitiiig in execution. 
I have spoken earlier to the problems which late funding has created 
in the administration of this program, so I will not comment again 
about that at this time. 

However, I would recommend that, now that the pattern of college 
and univei*sity involvement in the administration of this program in 
a material w^iy seems assured, an administrative allowance also be . 
provided to institutions for its administration. Perhaps a 3-percent 
allowance comparable to that of the three college-based programs 
might be equitable to consider. 

On the nati^onal direct student loan program I would sugg;est that 
this quality program has proven its merit over considerable time and 
is one of the vital mainstays of stiideiit assistance resources. I would 
make two recomnuMidations in connection with it. 

First, I would suggest that legishitivc provision be made for nursing 
and medical students at schools particiapting in the health profepions 
loan and scholarshii:>s programs to be awarded aid f rom>''DSL rf there 
are insufficient dollars available in health i)rofessions allotments. 
These programs are chronically underfunded, and needy students who 
cannot be assisted are excluded'f rom support through IS^DSL. 

Second, I would recommend that legislative authority be given for 
the transfer of up to 10 percent of an institutional allotment of NDST^ 
fmids to the college work-study or supplemental educational oppor- 
tunity grants programs, and vice versa. 

This authority now is given in behalf of CW-SP and should also be 
given for NDSL to provide the additional needed flexibility in use of 
resources to the financial aid officer. 

I quote Mr. Tombanglvs May 29, 1974, testimony on this matter, 
also, for I believe it states the/case particularly well : 

The same rational exists for XDSL as for the current autlinrit.v trjiusfor (*AV- 
and SEOG. The applications for fuiulinpf of these programs are prepared 
and submitted prior to kuowlodge of appropriation levels. 

Subsequent variations in f uruliuG: levels among programs destro.v the pacKa^nuq: 
lo"-ic utilized in preparing the original institutional application. The availability 
of'other forms of assistance also varies from year to year and month to month. 

Thus, the ability to transfer a liniited amount of funds among the three 
campus-based programs would permit the aid administrator to ad.lust for sudi 
variations and utilize the total Federal allotment iu the most efeective manner. 
• Ou other pro^n'anis I have uo specific comments or reconuTieiidu- 
tions to make on the other title IV pro<rrams except to reiterate tliat 
all should be both maintained and expanded to serve the many vital 
purposes which are theirs. 

Thank you once ai^-aiu for this opportunity to present observatunis 
and views to the subcommittee relative to title lY student financuil 
assistance lefrislation. I would be most happy to attempt to respond 
to any questions you may have. Thank vou very much. 

Mr. Chairman, I wonder if I mio:ht add at this ponit one other 
coniment more recent than the submission of our written testimony, 
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relative to sometliiiig that both Dr. Masiko at Miami-Dade and Mr. 
Czerniec at Barry College have discussed already, the matter of 
assisting parttime students. 

What this is, is a memorandum to Dr. AYilliam E, Butler, our vice 
president for student affairs, from Dr. M, Robert Allen, who is our 
assistant vice president for academic affairs and dean of our school 
of continuing studies, on the subject house subcommittee on educa- 
tion and labor, student financial assistance. 

Dean Allen says : 

^ My concern stiU is with the lack of basic consideration coverage for the pai't- 
tiiuo working and commuter stiuleuts. I would like the Subcommittee to be 
certain that students are not penali/^ed because they are not "full time" ; that 
even n three to six semester credit hour load .should not disqualify potential 
applicants for student aid considerations. While improvements liave been made 
in this area, we're a long ways from making it practical and convenient for tlie 
parttime student. This is nothing new or onginal. However, more and more 
interest is being noted at all levels concerning the problems of a second career, 
relocating our working men and women and returning woman in higher educa- 
tion. For your information and discas.sion, Bob. 

:Mr. LEiiMAisr. Thank you, Dr. Sheeder. Thank you, Dr. Stanford. 

Tliere are two threads that seem to be running through tlie testi- 
mony of our first three witnesses, that we liaven't yet dealt witli in 
the IVashington hearings. 

One is the need for funding of administrative costs for tlie institu- 
tions to deal witli these programs effectively, and second, tlie problem 
of the part-time student. It seems to me that part-time students make 
up a gi'eat part of your student bod}^ and also make a great coiitribu- 
tion to your institutions. 

I can assure you that I will make every effort to bring tliis to the 
attention of the other members of the committee to see if these sug- 
gestions can be incorporated into the legislation to fulfill these re- 
quirements. 

Dr. Sta^^ford. Mr. Chairman, I Icnow it appears that we may have 
conspired in the preparation of this testimony, but it's reassuring to 
me to come here this morning to see that Dr. Masiko and Sister 
Trinita and Sister Dorothy, jNIr. Czerniec, all have said pretty much 
tlie same thing about these two points — the part-time students and 
some kind of administrative assistance. 

]\Ir. LEiiMAisr. Many of the other t]una\s you'x-e also agreed lias been 
brought to our attention before, but (Iu^m* are two verv, verv im- 
portant factors that, to my mind, haven't receiwHl tlie attention that 
they should have received, and Fni so irrateful that we've been able to 
get this input from you people lierc today. 

Dr. Staxford. One problem I know'that can't be introduced into 
the liopper as le^-islatiou, but this is a matter of timing to wliich I 
alluded. If there's any way by which we could know definitely, before 
the students leave, what the available funding is going to' be, tJiat 
would enhance immeasurably the effectiveness of tlifs program. 

'Mw LEKiNfAN. T wish I could give you some good information or 
e\'en sonie happy nifoi-mation on that, but T would anticipate that 
this legislation here will be passed and signed into law sometime be- 
fore the termination of this session of Congress, but certainly not 
befoi'e the end of this fiscal year. 

J)}\ Sta:n"ford. All right. 

]\Ir. Lehman. Thank you for comiiig. Any questions? 
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Mr. Just one question, is it still too early to give us some 

communication as to the effectiveness of the law extending subsidized 
loans to students without need analysis whose adjusted family income 
is less than $15,000? _ , ^.^^ . . . 

Dr. Sheeder. Right, I tiiink it's fair to say we're still making calcu- 
lated professional estimates about this. Our best feeling is tiiat there 
are substantial improvements representative of this law, and certainly 
the key improvement is the avoidance of the needs test automatically 
for those of the income levels and loan levels mentioned. 

Mr Franklin. It won't make eligible again a lot of students who 
have been eligible before, but were cut off by the Educational Anaend- 
mentsof 1972? , , , 

Dr. Sheeder. Yes, sir ; there will be some deleted. 

Dr. BtJTLER. May I add just one additional word ? 

Mr. Lehkan. Would you identify yourself? 

STATEMENT OE DE. WILLIAM E. BUTLER, VICE PRESIDENT TOR 
STUDENT ATEAIRS, UNIVERSITY OE MIAMI 

Dr. Bun.ER. Yes, tiiank you, Mr. Lehman. I'm Dr. William R. 
Butler, vice president for student affairs at the University of Miami. 

Dr. Sheeder did mention the requirement for notai-ization. I'm not 
sure iiow often that irritant comes up and has come to your attention, 
but it is also something we feel very strongly about that is another 
hassle for the students and adds very little value to the whole applica- 
tion process. ^ . „ ^ 

]Vlr. Lehman. Thank you, just another nuisance tactor. 

Mr Lee. About this part-time student thing, some of the authorized 
.leo-islation indicates that students can be less than full time and receive 
student aid in some form. I've been led to believe in my conversations 
with student aid officers that oftentimes because of the limited tuncls 
the decision is made on the local level to take care ot the ±ull-time 
students first, and unfortunately there's never enough money to spread 

If you had more funding, do vou think that would be better to take 
care of full-time students, or would you give some portion of your 
funds to the less-than-fuU-time students? . ^• 

Dr Stteeder. Yes; we do. As you know, the current authorization 
permit funding of students at the halftime levels or better, and it s 
our pattern to assist students at halftime levels or better based on 
their demonstrated financial need, rather than the demonstrated vol- 
ume of course work. I think the issue is between halftime and part time. 
Mv. Lee. You mean less than halftime. ..it . ^ 

T)r Sheeder [interposing]. Less than halftime is the key factor 
]\Ir. Lee. Are you concerned about some soit of hnancial help for 
someone who might just take one or two classes ? 

Dr. Sheeder. That's right. _ 
]\Ir Lth^vcak. Sometimes they have to get started with 3 or b lioui-s 
in order to then, as they become invoh^ed and go into more full time, 
but if you don't give them some help to get started, they never get 
to the full-time or halftime level. 
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Dr. SiiEEDER. The Office of Education regulations have read half of 
normal full-time academic regulations have read half or normal full- 
time academic load, but of course the normal full-time academic load is 
15 liom'S, and half of that, for practical purposes, i^ 8 hours. 

It's pretty difficult for sonic of them working full time sometimes 
to take an 8-hour load, 
Mr. Leiikan. I've tried it. 

Mr. Lee. There's a progTam that's causing some concern, and we're 
going to talk about it in later hearings I think more extensively, but 
it's the veterans cost of instruction program. 
Do you j)eoj)le have that program going i 

Dr. Sheeder. "\Yc do not have that program going, but I think — I'm 
hopeful that we will move in that directioix.^We have a substantial 
enrolhnent of veterans on the campus, and I think we do need to 
move forward in that area. 

I'm not familiar with the details of the program to respond to 
specific questions. 

Mv. Lee. I understand yow don't have the i)rograni? 
Dr. SiiEEDER. That's right. 

Mr. Leii>lvn. Thank you very nuich, and I'm suj?c your testimony 
will be of great value, as those Avho have gone before you, to tliis coni- 
mittee. 

Dr. STAxroim. One parting comment, Avc'rc proud of the chairman 
as an alunnius of the University of Miami. 
Mr. Lehjm^vk. Thank you. 

The next witness is John Conlon from the First National Bank, 
senior vice president of the First National Bank of :\[iami. John is 
an old friend of mine, and before he gets started I want to connnent 
a little bit about what might have been misinterpreted this morning. 

It's not the fault of any of the institutions in this area for not more 
fully participating, but the problem was the inability of our leoishi- 
tion to provide the incentives, to provide the means and to provide 
the brainwork for them to really become more deeply involved. 

I just Avanted to assure Jolui that myself and this committee are 
grateful for what the First National Bank has done in student loan.s, 
and we just Avanted to try to make it more feasible and more exciting 
for you to even get more involved in this activity. 

John, you have a few kids of your own, don't you? 

STATEMENT OF JOHN CONLON, SENIOR VICE PRESIDENT, PIRST 
NATIONAL BANK OP MIAMI 

Mr. CoxLON". Five. 

Mr. Leidiax. How many ha^'e yon got in college now? 
Mr. CoxLox. One going. 

Mr. L121TKAX. I think yon know what the problems are. 
Mr. Coxr.ox. Mr. Chairman, you just took the opening remarks 
away from me. 

And in conclusion— I would like to take this opportunity to hitro- 
dnce Lai'iT Ginsberg^ who is an associate of mine at the First Na- 
tioiuil Bank of Mianu and handles internally all of the functions re- 
gardinij' tlie student loan program. 

:Slv. riiairman, for background, the First National Bank oL" Miami 
entered the federally insured student loan program in 1971 with an 
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initial commitment of $1 million. By September, 19(1, 9( students 
were participating in the program, V7ith $128,000 outstanding. 

At yearend December 1971, the number of students had increased 
to 125, which was an increase of 28.9 percent, wlule outstandings hact 
expanded to 165,000 or an increase in that of 28.7 percent Our ]Oiut 
program has now been in force for 2 years and 10 niontlis. 

Banlt policy stipulates that we will grant a federally insured stu- 
dent loan to bank customers or their children, and by and large iu> 
exceptions have been made to this policy. We have not experieuceci. 
any problems in the area of prime eligibility. 

Most inquiries are made by phone, and as such, if the prospectiye 
borrower is not a bank customer, we invite liim to become one. It this 
materializes and he remains 1 for 6 months, we will then allow him ta 
process a federally insured loan application and a supplement. 

Once a loan is funded we must make two separate bookkeeping func- 
tions. One is on the subsidized loans, and the other is on the non- 
subsidized loans. Kelatively minor problems exist with subsidized 
loans other than it is always necessary to obtain payofl' figures for 
those loans on the repayment in order to reclaim the quarterly de- 
clared bonus. 1 1 . 1 

Conversely, one of the most— one of the biggest problems is the 
time consuming portion of the program as represented by the quart- 
erly interest billing on the nonsubsidized loans. Each accrual is com- 
puted separately, and such student is mailed a statement. 

If we fail to receive a response to the billing, the loan is referred 
to our collection section where a similar letter is prepared and sent. 
If this brings a negative response, more collection eti'orts are made. 
If this action does not bring satisfactory r^^t,alts, no further disburse- 
ment is made until the student brings the hi^i^tt -\ r>o,vment up to date. 

We are presently receiving numerous teiephoiK ^ nils from non- 
bank customers who state that although their linanjiat institutions 
are engaged and participating in this program, tai y I'eportedly are 
not lending any additional money for this purpose at this time. 

At the First National Bank of Miami there are three interviewers 
fully trained in the handling of this program. One interviewer is 
assigned to the program with the other two utilized as backup for 
peak periods and to spread the workload in the event of ahscnteeif-nu 

One loan officer, one collection officer, and one bookkeeping officer 
are fully trained in their respective functional roles for the program, 
in addition to the two bookkeepers and four adjustors. 

The absolute cost involved in salaries, space, equipment, supplies, 
and postage brings the efl'ective yield well below the combination 
of the 7-percent simple interest and declared bonus awarded quarterly. 

The following portion of testimony is a statistical portion, and I 
would just like to point out from December, 1971, that 1972 over 1971 
the entire direct lending non-secured portfolio increased by .08^5, whik? 
our increase portion of the student loan program was 100 percent. 

The year 1973 increased in outstanding by 13.70 percent, while our 
increase in the federally insured student loan program was 14.01 . kSo f ar 
this year we have increased 2.37 percent in total outstanding, 2.'j.4() pcr-^ 
cent in our student loan program. 

Our volume has steadily increased in our student loan ])rograni 
starting with $166,000 in December of 1971, and ending in December 
1973, we had $374,000 for that year. So far this year it\s $173,000. 
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The percentage of increase, 1972 over 1971, ^vas 4:7.79 percent. On 
1973 over 1972 was 61.89 percent. We liiu'e practically no delinquency 
^at all. Our delinquency as of December, 1973, was .374. Overall delin- 
•queucy in the department is l.S percent. National statistics are 2,6 
I)ercent in all delinquency. 

In 1972 five students transferred to our repayment program. In 
1973 the total was raised to 23, and thus far this year 25 more have 
hcen set up on the repayment schedules. 

Our present federally insured student loan outstanding is comprised 
of 297 students still in school with balances of $739,000, and 48 students 
on repayment with balances due, including interest, of $99,000. Of 
the students in school, 220 of these are siibsidized and 77 are 
no n subsidized. 

We have not been forced to file a claim on any of the loans we have 
set up on repayment schedule and have elected to request preclaim 
assistance only once. 

In May 1974, the First National Bank of Miami increased its com- 
mitment to this pi'Ogram to $11^4 million. 

Methods by which the program could be streamlined procedurally 
to induce yield enlianceiuent and growth potential, and has been 
touched upon by all people who have sat here before me — the rate. 
We stated we would like to see the rate tied to the prime rate of First 
National Bank, and this is a plug because we led the Nation last week 
iji iiedneing the prime from 11^^ to 11^/^ percent. 

Hre^would also consider possible plugging of the rate to the 90-day 
advanced Government bills or any other market — money market 
instrument whose yield is more conducive to this type of lending. 

In the area of collections, where I mentioned we have practically . 
no delinquency, we would like to see skip assistance set-up from the 
Social Security and the Internal Revenue Service to assist the lending 
uistitutions in locating students who have skipped. This will be of 
benefit to the program in that the lender can find the student and effect 
collection and therefore have no insurance claim against the 
Government. 

Since there are discriminations regarding the installment rep a}^- 
ment note and disclosure form, we suggest that new forms be printed 
or allow the lender to use his own disclosure forms for the finalization 
of the loan. 

We would like to see the speedup of time of the return of applica- 
tions and supplements. At present, the student fills out his portion and 
delivers the documents to the school. 

The school fills in their portion and returns the forms to the student. 
We suggest — at First National we know of many histances where tlie 
schools will return those forms directly to the lender — then the student 
returns it to us. 

We appreciate the fact that on June 2, 1974, an attempt to alleviate 
this sitiuition Jias been made by sending subsidized loan requests 
directly to Kansas City, Mo., rather than througli the Regional Office 
ill Atlanta, Ga., wlio then would forward tliem to Kansas City. 

Once we receive tlie applications back from the students*, we send 
them to either Kaiisas City or Atlanta, depending upon being sub- 
sidized or nonsubsidized. Six to 8 weeks later we receive the applica- 
tion back and are ready to process the loan within 48 houi-s. 
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The whole process has been known in our institution to take from 
12 to 16 woeks from tlic initial tin^e tliat tlic stnclont came in, until 
the api^lication is returned. Meanwhile, the student usually has called 
numerous number of times wanting to know if they've been appro^Td. 

In conclusion, a randoni sauipling of our fodei'idly insured student 
loans reveals that 92 percent are attending Florida schools, the other 8 
percent elsewliere in the country, and a marginal percentage is out- 
side of the country. 

Federally insured student loans account for 12.71 percent of our 
direct Icnding's imsecured portfolio and 4.41 percent of the direct lend- 
ing's total outstandings. 

Our posture at the First National Bank of ]\Iianii in a.ssessing the 
merits of this particular student loan program extends beyoncl pni-c 
enlightened self-interest. As the largest banking institution in the 
community and the State, we feel that we must adopt a very positive 
stance with respect to corporate responsibility, and as such, endorse 
such a program that has far-reaching social and economic implications. 

By virtue of our participation and responsive support, we not only 
bridge a large gap in the student financing, but Ave make a positive con- 
*tribution as well to the social marketplace. 

We feel that this is a most appropriate scope of corporate involve- 
ment from the standpoint of management, considering the limitation 
of resources, the cost benefit ratios, as well as attempting to balance 
the future conditions of the business community. 

Mr. LEii3\rAX. Thank you, John. 

In regard to this wait of 12 to 16 weeks sonie of the students have to 
endure, I suggest, if they continue to call you wanting to know when 
it's going to Be ready, that if they live in the loth Congressional "Dis- 
trict, you have them call om* office, and we'll find out what's lioldinfr 
them up out there in the OflTice of Education. 

I'm sure by the same basis that Senator Pepper and Congressman 
Fascell will be glad to cooperate through their offices. 

There's no reason why they have to take this long, and I think if we 
lean on them, we can get it done more quickly. 

It's interesting to see the other side of the coin froui the institutions 
themselves. 

Do you require that the student become a custonier by making a 
deposit before you begin to process the loan and is that customary 
with other institutions? 

Mr. CoxLox. Mr. Chainnan, I can't talk for any other institutions, 
but for ours you must be a baidc customer that would be involved witii 
any of the services that we have. If you'i'c not a bank cnstomei', we 
would of course ask that you become one and wait a pei-iod of G months 
to see that you just don't open an account aiid close it the next day. 

We have taken this posture for several reasons, one particularly, 
based on the number of customers at the First Xatiomil Ihmk of 
Miami. In our installment loan department alone there are r)4,()(^() 
customers. That's 5 percent of the total po])uhition ij) Dade County. 
So we feel that we have a source and a base by wiiicli we can enhance 
tlie people to come in and use this program. 

We don't feel that we should go outside to get noncustoniers. 

Mr. LRn:>rA>r. Wclh of course I think that's only fair in a sense, but 
sometimes I just thinVit's almost imj^ossible for the jx^ople who need 
the loans the most to be other than perhaps a token customer. 
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Mr. Co2s^Lox. Wc liavojvt sot any gnidolinos as to tlio uinouiit. It 
could bo instixllmcnt loan, savings, chccldnp;. It could be ]\Iaster 
Charge. It could be any of the savings offered by tlie baidc. 

Mr. LiiTiiNtAN. I just'was wondering how it was interpreted. 

Certainly your delinquency rate is great. 

I jnst liope tliat the banks are not guilty of being too rigid m ti'ymg 
to keep the delinquency rate down and in turn of course rejecting some 
of the niarginah yet voA-y needful cases. 

Mr. CoxLox. Mr. Chairman, I would like to pouit that since Septem- 
ber, 1971, we haven't had the first turndown. - 

yU\ Li3i otAX, Tliat's a pretty good record. 

I think that's all. I think you're doing a good job. I tlunk that your 
problems in regards to skip assistance are ^•alid, and I think that we 
can consider these kinds of factors when we deal with this legislation. 

The majority coiuisel and the minority coiuisel would like to ask 
some questions. 

IVEr. FiiAXKLix. I would like to second the Congressman's conunents 
and congratulate you on your participation in the program. Not only 
lire you'staying with it, but actually increasing, quite heartening in 
view of the experience thnt r /me students are having. 

T don't have any (ine.stions. 

Mr. Lek. I'm fascinated by the derniqueucy rate. As you're prob- 
nbly aware, w it Iv these kind.s of loans there s indication that the rate 
of delinquency rate is significantly higher than some other kinds of 
loans. 

Can you explain or tell us anythiiig you might be doing \yh\c\\ 
iiCGOunts for your institutioiis low deliiuiueiicy rate that is not enjoyed 
by other lending institutions. 

Mr. CoxLox. I wish I could. The only thing I can tell you is effective 
collection activity. There are 188 people in the installment loan depail- 
ment, and o5 are in collections. Our philosophy, ^^^len we opened the 
doors 21: years ago, was that you have to collect tiie loans before we. 
can make them. 

• All I can tell you is it's just phun, simple, hai'dnose, elective 
collection's. 

]\[r. LincAfAX. With a lot of experience in otlier fields. 

In regards to this $1% million Umitation, is there any chance of 
making that a little more flexible as time goes on if we can make tlie 
Federal-legislative incentive a little more inviting^ 

Mr. Coxr.ox. Absolutely. That's why we increased it now. "^Ve 
realize that $S.^>8,()0{) and the upcoming semester coining in Sei)tenil)er 
Ave/11 probably go beyond the poiiit of original coumiitment. So we've 
advanced the^ commitment already. I see no reason why we wouldn't 
contimie to advance the commitment — credit commitment on that busi- 
ness that we have. 

]\Ir. LEii.ArAX. Well thank you both very ]uuch. We a])ioreci{ite your 
comino- down and taking time from your bu.sy schedule to give us the 
institutional side of th'is qiiestioii, and we'll certaiidy take all this 
information back to Washington with us. 

I have two other witnesses here who are not on the ajrenda, but I 
thi]ik it's important that we hear a third-side oL' this ])rol)lem. 
Mr. and Ms. Kobert Whitehead spoke to ine duruig the coil'ee brealc. 
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nncl I would just like to invito Mr. and Ms. Wliitehead to come up to 
testify briefly as to4he problem of the middle income parents with 
childmi attending college. 



Mr. Whitehead. I hadn't intended to speak, so I don't have the . 
elaborate notes that my predecessors have, but I'm sort of a frustrated 
parent. 

I started last October trying to find some way to get some financial 
help. My son is going to FSU m the Fall, and every place I went-- — 

Mr. Lehman [interposing]. Mr. "WTiitehead, would you identify 
yourself properly for the 

Mr. Whitehead. Oh, yes, I'm Eobert "\^niitehead. 

I ran against a stone wall it seemed like every place I went because 
I wasn't a minority group or belonged to a minority group. 

It seems to me the Government has set some type of a limit on your 
income. A. man making $15,000 or $17,000 a year, deduct 20 percent 
or more for taxes, $3,000 a year for the tuition, and then you're getting 
down on $8,000 or $0,000 he has left. 

If he has other children, they have to 0:0 without certain things, 
maybe clothing, something else, to put one through school. If you have 
two going through school; then you're reduced to the poverty level 
e^^en though you started out at a $16,000 salary. 

One thing that bothered me in these hearings this morning, bothered 
me for 6 months,. is nobody mentioned scholastic ability anymore. I 
know when I Avas a teenager, 100 yeai*s ago, the scholastic ability — I 
have a son who's loth in a class of 675. He's also an excellent musician, 
and I just can't get anywhere on scholarships because of his musical 
ability or his scholastic ability. 

I think it's fine to take people from underi^riviloged sections of the 
town and say we're going to give you a grant to go to school, but how 
about the person who, like my son, would love to become a doctor or 
become a worthwhile member of society? "What does he do? 

I would like to see something in the Government where scholastic 
ability has something to do with it. "We get grant's for football and 
basketball, but you don't hear too much about the j^erson who has a 
high scholastic average. 

Its kind of frustrating. I didn't know about this federally funded 
student loan program. Nom', I asked at the high school — my son goes 
to Ilialeali ]\Iiami Lakes High School, and they kncM' nothing about 
any kind of a fund. 

t hap2)ened to listen to WIvAT one day, and there was a Mr. 
Simmons, I think, from HEW on, and I called him in Washington, 
and that's where I got the information. 

He told me — I didn't know about ine First I^ational Bank — he 
said that Dade Federal is the only one in the Miami area participating 
in this student loan program. Evidently these programs are changing 
so quickly that the high schools haven't been kept up with it. 

Mr. LEn:MAx. Can I interrupt you? Our office mails cut to the 
guidance counselors of each of the high schools each May a stack of 
bulletins and information in regards to all ty2)es of student aid for 
higher education. 
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Now, if they don't feed down from the guidance departments in 
high schools, somewhere along the pipelines this information gets 
shoit-circuited. 

Mr. Whitehead. It does because I asked my son — I thought maybe 
he was just putting me off, and I went to the school myself, and they 
said, oh, forget it, you make too much income. 

Mr. Leh^eax. If your son will go to the guidance department at 
Miami Lakes Senior High School and if he will ask the guidance 
people to give him copies of the bulletins we've mailed from our 
office, I think he will find tliem there, but it s a shame he has to go to 
them to ask. 

Mr. Whitehead. Well, I've been to them, and they didn't have it. 
Like I say, if I hadn't listened to this radio progi'am, driving along 
in my car, I wouldn't ever know anything about this. 

Mr. Lehman. I'll check into that and find out what happened. 

Mr. Whitehead. But I think that should be pushed in the hi<,^h 
schools, not wait until the person gets out. I wish they would raise 
the limit- -I think it's $15,000 now — adjust it to — especially the way 
the inflation is now — to maybe $20,000 because when you get done 
with taxes and your tuition, you're d.own — ^3^ou're getting down to the 
poveity level as it is. 

Mr. Lehman. I think the limit should be removed, although it's 
not feasible at this particular moment. 

Mr. Whitehead. Couldn't it be made on a — also on a worthy basis? 
If a student in some cases — I know I used to work near the University 
of Miami, and there were children that had grants there that were 
just having a ball. 

There's other needy children really that have the brain power and 
want to get somewhere, but just can't— because of their father's income 
or other things just can't make it, and I wish it could be something 
more scholastic instead of strictly athletic. 

Mr. Lehman. I think the whole purpose of this meeting basically 
is to get information on how to make assistance student financial 
more available to the young people from iniddleclass families who 
seem to be dropping by the wayside and are probably one of our 
great natural resources that we must make available to our society 
m order to keep it going in the right kind of direction. 

Mr. WnrrEHEAD. Because I have a grocery store in Miramar and 
have about 6,000 people coming in, and their biggest complaint is 
that the middle-income person pnvs all the taxes, and then when it's 
comin<^back, we don't see that much of it. 

Mr. XrEiiKAX. It's a familiar complaint, and we get mail like this in 
Wasliington, too. 

Mr. Whitehead, I would appreciate it if you could do something 
along those lines. 

Mr, Lehman. I'm glad you could testify, and as soon as we can 
come up with any positive answers to these kind of problems, we're 
going to be you know. In the meantime I will follow through at Miami 
Lakes, and if you'll give one of our staff people your son's name, we'll 
see that he gets all the information. 

Mr. WiimiiXEAD. Well, I've already called your office in Washing- 
ton. I forget the girl I talked to, but she was very helpful and was 
going to mail it to me this week. 
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Mr. Lehman. In the meantime I w^ould like to find out why it isn't 
being processed, not to your youngster, but to the others at this partic- 
ular schooL I just want to see what's happened to all of this material 
we mail out. 

Mr. Whitehead. I don't know what happens to it. 
Thank you, sir. 

Mr. Lehman. Mr. Franklin, John, do you have any questions? 
Mr. Lee. Did you have a chance to talk with people at the 
University ? 
Mr. Whitehead [interposing]. FSTJ. 
Mr. Lee. Yes. 

ilr. WnrrEHEAD. Yes; but thev didn't know any bank in the Dade 
County area tliat I could contact until I heard this radio program. 
Mr. Lehman. Now 3'OU laiow one. 

Mr. WiiiTiiiiEAD. 'Weli, yes, but you have to be a— have to have a 
deposit there or be a member of the bank, and it's kind of hard when 
jou live in Ilialcah to get down to Miami, but Dade Federal is the 
only one that the Federal Government mentioned. 

Mr. Lehman. Well, John, you have Southeast branches— Southeast 
Bank branches that you do 'business through besides the downtown 
branch ? 

Mr. CoNLON. Miami Springs. 

ilr. Lehman. I'm sorry? 

]\[r. CoNLON. Miami Springs. 

ilr. Leiocan. That's getting closer. 

iEr. C0NT.0X. Southeast Bank of Miami Springs. 

ilr. Lehman. Any So;itheast Bank branches can do the same thing 
as the downtown bank can. 

ilr. WiiiTOTtEAD. Oh, I see. 

Oh, if you do have a chance at HEW, I would tell them to mention 
that in the literature that there is another bank in Miami because they 
definitely told me there was only one, and that's Dade Federal. 

Mr. Leii:man. That's communications again. 

Mr. Whitehead. One thing about Dade Federal that I think has it 
over this gentleman's bank, that you don't have to Imve an account 
there. They said they would process it \yhether we had an account or 
not. 

:\Ir. CoNLON. The di (Terence is they're not a bank, 
ilr. WinraiCEAD. Well, savings and loan. 

LEiiisrAN. Mr. Franklin, do you have any questions? 

Mr. FUAXKLTN. Xo. 

"Mr. LEii:\r.vN. Well, thank von very much for coming. . 

Wo have a gentleman here 'from the State Department, and 1 ^yould 
like for you to come up identify yourself and g^ve us a little input 
from Tallahassee, 

STATEMENT 03? ERNEST E. SMITH, JR., PLORIDA STATE 
DEPARTMENT 03? EDUCATION 

;Mr. S:\aTn. Thank you, ilr. Lehman. I apologize, like ilr. ;\'\nntc- 
head, for not having a prepared statement. I guess due to our travel 
situation in Tallahassee it was not certain tliat I was going to be able 
to make it. 
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I have p^e^'iously testified before your suboominittee in the month 
of — earlier tliis month in Washington witli respect to concerns wliich 
wo have in Florida as a lender, the fourth side of this coin, as a lender 
under the federally iiisurcd student loan program. 

As j^ou have indicated, we would agree with the fine success 
Mr. Conlon and the First Xational Bank of iliami have had in the 
progi'am. If each bank that we lieav about had those same experiences, 
I'm sure tliat, outside of the profit factor, tliat tliere would be no 
problem getting ample participation in tlie program. 

In Florida we became — sought to become and sought to begin 
participation^as a lender under tlio federally insured" program' to 
supplement the fine participation of banks and savings and loan 
associations and credit u3iions in the State, 

We find that in Florida, while participation in Jliami may be great, 
there are some areas iji Florida where there is Jio access to these loans, 
and our purpose in getting in was to supplement statewide the activi- 
ties done by the commercial comuuuiity. 

"We have been in the business since — in the business of making 
federally insured loans since October 1972, We e.stiniato that bv 
June 30 we will have an outstanding of $4.3 million. 

The program was approved bylhe people of Florida in 1972. We 
have issued bonds to hnajice our 'participation, and we feel that we^'e 
made at least that much of a conti'ibution so far. 

Wo anticipate that the demand that we feel in Tallahassee for the.se 
loans will be increased by the cluinges in effect June 2, 1974. We're 
getting roughly 5(> applications a day presently in our o Hi ce, Tho.se 
will bo my comments about where we are are today if we stay with the 
program as it is. 

We do feel that two real concerns tliat we would like to ask for help 
in if it^s appropriate or for your subcommittee to consider. 

No. 1 is the lengthy turnaround time that we— that ]\fr. Conlon al- 
luded to. We saw an average of 14 weelcs in a turnarouiul time in 
securing an insurance commitment. We feel that in many cases tliis 
is not what you intended in terms of the spirit of the law, and in most 
cases is counterproductive to students. We like people to plan ahead, 
but 14 weeks is a little too much to ask. 

We also have benefited from the amended procedure of bypassing 
tiio regional office in Atlanta, working directly with the contractor- 
in Kansas City. We further feel, however, that for lenders that are 
of large size that you might wish to consider recommeiuling tliat the 
Oflice of Education implement the certificate of comprelieusive in- 
suranco which is provided for in the law whereby you Avould simply 
give lis a blanket insurance policy for a lump of money, and then m'g 
could, with stringent guidelines 'from the Office of Education, begin 
to charge loans against that lump sum policy and then later, maybe 
twice a year, go back and ask for an extension to that policy, rather 
than each individual loan. 

This logistically requires a lot of time, and it requires a lot of money. 
T^e are obviously in the business for different reasons than a coiumeV^ 
cial bank, so we're not that concerned about the profit picture. Of 
course we don't want to operate at a loss, and presently we're not opei-- 
ntin,<Y;it. aioss. 

The second point would be the — when I spoke earlier in June, there 
was a great thing looming on the horizon, circular A~70 through the 
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Office of Management and Budget, that dealt with Federal credit 

^^It's^m}^ understanding that that particular circular has been with- 
drawn, and that we are no longer faced with that problem, AVe thank 
each of you for your support in getting rid of that problem. 

The next thing would be that any considerations the Congress ^vill 
crive to arbitrage regulations in the future be— that consideration be 
given to exempting State direct student loan programs that are 
financed by tax exempt funding. , 

With respect to the institutional side of the question, w-e support 
the need for Congress to begin to recognize that institutions need an 
administrative allowance, as the people who have spoken this morning 

have indicated. - . nr. - ^.-l i.- 

Thi.s is something as a State agency that works with CO mstitutjons 
hears everyday. We'll do a better job when you help us pay for addi- 
tional stati* and et cetera. 

With respect to the State student incentive grant program that 
was alluded to this moriiiug, we are happy that we arc able to paiiici- 
pato in that program. We have tiled our-application and feel that we 
will receive the $532,000 that will come to us through formula, some- 
time before the end of this month. ^ ^ ^ ^ , 

Sometime before the end of this month, when added to the ivt..> 
million whicli legislature has authorized and when the Governor 
sii^ns that bill and appropriation, that well have a $4.8 million grant 
program in 197^75. This is not what we need, but it's a whole lot 
better than where we've been. 

Thank you. 

Mr. Lehman, Thank you for coming. ^ w n 

I think I've been negligent in thanking Dr. Masiko and Dr. Walk 
and Dr. Hansen for making this very convenient location available 
to us to hold these hearings. They have been most hospitable, and 
we'll be back. 

Perhaps the majority counsel or minority counsel may have ques- 
tions they would like to ask you in regards to f acilitatuig the arrange- 
ments between Federal and State administrations. 

Mr. Lee. I just want to get a better picture of the overall btate 
elibrt in the fmancial aid. YouVe got a grant program and a loan 
program? , ^ 

Mr. SMrra. Yes, sir, we are a single State agency charged with the 
adminif;tration of comprehensive linancial assistance program. \\ o 
are not of the size that you always hear about in Illinois and Pennsyl- 
vania and New York, but we are, we feel, one of the larger programs 
in the Southeast in that respect. 

We operate three major programs and then four smaller programs. 
Our major programs in rank of size is our paiticipation as a lenck'r 
- in the federally insured loan program, which we refer to locally as 
the Florida insured program, but it is a Federal guaranteed program. 
We have legislative authorization to i^ssue bonds and spend up to 
$9.5 million nextyear or in fiscal year 1975. i t t i 

In tlie Florida student assistance grant program, which I discussed 
last, we have legislative authorization for 4.3 million and then the 
additional 532,000 coming .in under the SSIG progi^am for a total 
program of 4.8 million. 
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Then we have ono of our older programs, which we refer to as the 
Fionda stiident loan program, which is now a revolving loan pro- 
gram. It's a 4 jpercent loan with many of the same characteristics of 
tiie national direct student loan program with participation at $2.5 
million tor 1974r~75. 

Then we have several smaller programs that are categorical in 
nature. We have a program for Seminole and Miccosukee Indians. 
\\ e have a program for childi'en of deceased or disabled veterans. 

-n ^ scholarship program, w^hich is in phaseout. This next 
year will be the last year of that program, and a similar program for 
teachers and nurses recruitment, two programs that are in phaseout. 

\V hen you add all those programs together iu terms of Florida 
legislative authorization, it will approach $17 million, excluding the 
cost of operation which is less than 1 percent of the money which we 
handle. 

^ We have 22 people in Tallahassee. We do this located in a buildiuor 
in the C apitol Center. We don't have trouble staying busy. We have to, 
as opposed to an across the desk operation, run sort of a mail order 
operation because we can't expect everyone we serve to come to 
laUahassee to receive that service. So wo^vork very closely with the 
financial aid officers and business ollicers of the institutions in the 
State. 

We work very closely with members of the Florida Legislature and 
tlieir staff in Tallahas.see and throughout the State iu terms of 
responding to inquiries from individuals or the status of applications 
and things like this. 

We realize as a State agency that we sometimes have stigmas 
attached which make us look like a little Washington, which we try 
to avoid m many respects and try to treat each of these individuals as 
individuals because we know that even though we may work with 
5(.).()00 people, that one person that's asking the question, the answer 
to liim IS very impoiiaut. So we take the time to do that. 

We take the time to try to respond as much as possible, as quick as 
possible. As I've indicated the cost factor is something which we of 
course don^t have all the money we need, but we also are not bound by 
tlio commercial restraints of profit and loss. 

Mr. LvunrAx. Thank yon so much for coming, and your testimony 
will certainly bo in the record. 

Mv, S:\rrrii. Thank yon. 

'Mi\ Lkux.vx. iVt this point we will recess briefly to £ret a bite of 
lunch, and we will try to have the other witnesses beginning around 1 
or shortly after if possible. 

[Whereupon, at 11:45 a.m., the hearing was recessed until 1 p.m., 
the same day.] 

Aftojxoox Session 

^fr. LKinrAN. We have ^fs. Jean Burbage from Dade Federal who 
lias been with us before on some of these occasions when we had the 
Sallie Mao people down here, right? 

Ms. BxnjnAOE. Yes, sir. 

ilr. LKir^rAx. It's a j^leasnre to have vou back, and with you is ■ 

^Ir. Sr:\r^rKiJS. Chanhv^ Siimmer.s. 

LiunL^x [continuing]. Charles Summers from Dade Federal 

also. 
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Mr. Summers. Yes, sir. 

Mr. LEmiAN. I know we have your testimony here, and you can 
read from your testimony or you can summarize it, whatever makes 
you happy, but your testimony will be inchuled in full in the record. 

STATEMENT OE CHARLES SUMMERS, SENIOR VICE PRESIDENT, 
DADE EEDERAL SAVINGS BANK, MIAMI, ELA., ACCOMPANIED 
BY JEAN BURBAGE 

Mr, Stooiers. Thank you. 

Mr. Chairman, may I first at the outset offer Mr, Lipton's apologies 
to the chairman aiid to the group. He's out of town today and couhl 
not be with you. In his place, as the super\'isor ot tlie mortgage de])nrt- 
ment, I've been asked to offer the testimony for Dade Federal Saviiigs. 

Prior to February 1971, Dade Federal Savings had not participated 
in the federally insured student loan program, Althougli the program 
had many benefits to the lender, the program in toto had not boon 
reviewed by our management for any ])olicy deci sion. 

Our management, too, was unaware of the lack of intorost by our 
industry members, as well as other financial institutions in our area. 
We presumed the requirements of students were being met and that 
Dade Federal's participatioji would not be of material conse([uejice. 

In February of 1971, our president, Mr. Eonald Lipton, was 
invited by Senator Lawton Chiles of Florida to attend a meeting in 
Miami designed to demonstrate the program functionijig in Dade 
County at that time. 

The needs and frustrations of our students a]:)plying for loan 
accommodation from the lending institutions of Dade County as well 
as Broward County were exposed to tlrat meeting. It was ap[)arent to 
Mr, Lipton that the i)rogram was ^^itally important to our local 
student residents. 

Many institutions were ignoring the progi'am. while the actual par- 
ticipating lenders were imposing additional lending criteria to almost 
bring the underwriting to a standstill. Once Dade Federal Savings 
was exposed to the area needs for this service, it took steps to open its 
lending facilities immediately to all comers who were residents of! 
Dado and Broward Counties. 

There is one exception to tliat. Students who are attending our local 
medical schools may be froui any county in the State of Florida. 

Dade Federal Savings now fully accepts its role in the federally 
insured student loan progi'am. as an integral part of the nrany .services 
we offer to our com nu niity. AYe realize that ^ye have sacriliced no 
earnings, nor have we acquired a program too ctnvibersome or diflicult 
to operate from a personnel standpoint. We now function within the 
department with two full-time staff' members. 

Our returns are more than mere profits: more than the hnpo that 
we will reap the savings harvest froni grateful clients, say. in about 
10 years. AVe've attached here certain letters marked exhibits .V. H, 
and C as a san^pling of correspondence — the type of correspoudeiice 
that we receive daily in the de])artment. 

With that* as of ^Nfay 81, we published the figures of the status 
of our ]-)rogram. the total loans outstanding as of that date, 3.178 for 
an amount of a little over $4 million; total loans not on repayment 
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.soiled uJe, 2,972 for $3.7 million : and loans now on rei^ajaiient schedule, 
206 for an amount of $268,000. 

We tlien related the delinquency status of the loans that we have on 
xepayinent — 30 to 4-J: days delinquent, none; and 45 to 59 days, 4; and 
•60 days and over, 19. 

We ha^'e had in the past six clainis in process, ajid we hiivo had se^'cn 
Joans which have been satisfied by HEW. 

Our loan portfolio, we gave you some statistics there — the number 
r)f subsidized loans, 2.G7S; unsubsidized, 29-1; the schools which our 
students are attending, 274 schools have asked ns for assistance of 
which 32 are in Florida, 228 are out of the State and 14 are out of the 
continental United States. 

The results of our program, we are aware that gratefuL concerned 
parents and relatives of these students ha\e brought now as well as 
additional savings accounts to the Association, but we are unable to 
aneasnre or repoi't the effect on our savings growtli. Suffice it to say, 
know the return is there and will continue. 

We interview each student personally. We insist they be treated like 
iiny other borrower, althougli we add our personal interest in their 
goals for the future and their plans for today and tomorrow. As young 
as Dade Federal Savings is in the program, we already have the bene- 
lit of this relationship evidenced by onr delinquency and claim ratio, 
which we consider very, very low, and very rewarding. 

We can report that Dade Federal Savings has realized in this 
operation to date, approximately a 9 percent return on its college loan 
portfolio. We included Broward County from the initiation of the 
program, although this is not our main lending area, but we consid(u* 
it an adjunct to if. 

We estimate we are the leader in Eroward at the moment, although 
accurate statistics are not available from HEW. 

During the recent tiglit money market we availed ourselves of the 
Avarehousing offer of Sallie Mae. In February 1974, Ave borrowed $2^^ 
million to return to our progi'am. 

Our program is a very sophisticated one of data processing. Wo are 
completely on line with the operations. It has an immediate reporting 
capacity and individual loan audit availability. It has brought many 
representatives from other institutions to us to observe our system, 
and we've adapted the system to meet the requirements of HEW and 
the association on reporting on montlily and semimonthly figures. 

Problems and suggested solutions, the needs analysis required for 
any loan amount over $2,000 seriously hampers our processing. If 
budget advanced by school and approved by financial aid director 
reflects the need, and the family's adjusted gross income is less than 
$15j000 a year, the student is eligible for interest benefits and is 
approved for $2,000 without question. 

Any ne^d for more than $2,000 requires lengthy additional process- 
ing, including the needs analysis, required by HEW, all involving 
serious time delays. 

It Avould appear that for an increment of as little as $100 the time, 
manpower, and paperwork involved are a tremendous waste to both 
boi'roAver and lender, as well as the time involved with the Government. 

The loan transaction statement, with status change, received every 
2 months from HEW. This report we evaluate as very important, but 
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we find it is not receiving the proper attention by schools, lenders, 
and the Government. 

Changes reported to the HEW headquarters repeatedly are not 
being corrected. Changes are not being reported promptly or at all 
"by lenders and schools. 

These reports are lengthy, time consuming, and we would be happy 
to spend the time on updating if we could see that the report was in 
turn receivingthe proper attention and the response it deserves. 

In exhibit D we gave you, Mr. Chairman, a sample of a printing 
we received as a composite of all the reflations of the program, 
which we are requesting that this type of print not be used in the 
future. It's impossible to read, and it's difficult to use as a reference 
for the counselors, in fact, for anybody in the department. 

We also realize that lenders would be attracted if the fixed interest 
rate could be increased rather than depending on the special allowance 
which is voted each quarter, which, as you know, the last quarter's 
special allowance was 2i/4 as opposed to for the previous quarter. 

As we have stated here, Ms. Burbage and I will be very happy to 
answer any further questions that you might have and- members of 
the committee. 

Mr. Lehiman". Thank you very much for your testimony. 

Do you make these loans directly through all your branches, or do 
they have to come downtown to the main office? 
- Mr. SuMBrERS. Ms. Burbage? 

Ms. Burbage. They have to come down to the main office for the 
interview, and we do the processing and the interviewing in the main 

office* J. 1 1 in 

Mr. Lehmian. But the loan can be mitiated at any oi the branches^ 
Ms. BrrRBAGE. They can drop their applications off, but they will 

have to come down to the department for the interview. 
Mr. Lehmian. I see. 

Do you know if the other Federals in this town— and of course it's 
difficult for you to answer for them — have come into^ this program 
with the spirit that you have, or are you still pioneering among the 
Federals in this kind of financing? 

Ms. Burbage. I — I really 

Mr. Lehiucan. You don't know? It's hard to answer for someone 
else. 

Ms. Burbage. That's right. 

Mr. Summers. I don't really believe we're the pioneer Federal in 
the program, Mr. Chairman. 
Ms. Burbage. No. 

Mr. Lehman. Well, I .understand in this area you've certainly been 
outstanding as far as participation is concerned. 

Ms. Burbage. I think University Federal was in the program long 
before we were. 

Mr. Summers. Yes. . 

Mr. Lehman. Up in 

Ms. Burbage. In Coral Gables, yes, sir. 

Mr. LEH2vtAN. I'm glad to see that your loan loss is a little bit higher 
than the First National Bank because at least you're takhig a few 
borderline risks. I figure if it were too low, you would be turning 
down too many. I think you're doing a good job. 
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I would like to assure you that we will work to loosen up some of" 
the regulations on the $2,000, limitation which really isn't a realistic 
amount of money for a person who's going anywhere outside of Miami 
to school. At any other school in this whole area $2,000 would nowliere 
near accommodate the costs. This limited amount of money is not 
realistic. 

As Dr. Stanford says, the tuition is $2,500 right now at the Univer- 
sity of Miami for 1 year. That's not a particularly high price, but 
that doesn't include any of the incidental costs of tlie textbooks or 
anything else. So how are you goiug to get a family witli $15,000 a 
year income to help send his youngster to the University of Miami 
when he can't qualify above $2,000? 

Ms. BuRB AGE. That would be a help. 

Mr. Lehman. A1, J ohn, you can take youi' turns. 

Mr. FiiiVNKLiN. In connection with the delinquencies tliat you had, 
have you seen any particular pattern in the causes of tlieni? 

Ms. BUKBAGE. No. 

Mr. Fraxklix. Have any of them occiured, do you think, because 
the student had acquired too mucli of a loan obligation by the time he 
graduated and it just was overwhelming? 

Ms. BuRBAGE. That's veiy possible. I think one of the biggest prob- 
lems is having to go several places to borrow and thou having a 
minimum payment to two to three lenders at the conclusion of their 
education. I think tliat probably is the largest problem. 

Mr. Fraxkltn. Several diil'erent places during tlic course of his 
education ? 

Ms. BuRBAGK. That's right. For instance, as I understand it, some of 
the State programs in the north, if they come down to othei' schools 
down here will no longer fund them. So then they have to seek private 
lenders. 

Then some of the lenders have gone out of the program, and they 
have to come to some place else. So they end up having tliree and 
sometimes four places to make payments'to when they finish. 

Mr. Fraxklix. You have made'unsubsidized loans in the past. 

Ms. Burr AGE. Oh, yes. 

Mr. Fraxkltx. Are you still making them ? 

Ms. BuKBAGE. Oh, yes. 

]Mr. Fi^vxKLTX. You don't find that they are becoming more costly 
or too unattractive? 

Ms. BuRBAOR. Xo: we run it right with our computer. So it could 
conceivably be. if you had to do lot of individual bookkeeping and 
posting and that sort of thing, billing, yes, it could cost you. 

iNIr. TjEiorAX. John? 

Mr. Lee. Home people have indicated due diligence aspect of (he 
law is not adequately clear; that is, you don't have certainty that a'ou 
covered the proper steps to insure your claim being accepted by IIEAV. 
Has that or do you foresee that hemfr a problem or concern? 

]Ms. Bi'RBAGE. Xo: no problem for us, as we have several people con- 
nected with our loan development who have had installment lending 
ex^perience and collecting. So ifs not a problem in that relation to us. 
We know how to collect on installment loans. 

It could be if you didn't have some experienced staff. However, you 
know, like First National Bank of Jliami, they have a very large 
department, so that would not be a problem for them, either. 
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I would imagine a small program it could be ^ P^o}^/^;^^ ^^^.^i™^^ 
because you do have to collect and service these a lot ditereut than jou 

"Mr! ir C??you outlme briefly for the sake of the record what 
steps you've taken when a loan starts to look like it s gOmg into 

*^li?BtmBAGE. Well, the fii-st thing we do is gee on the te'sP/'O"^ "JVe 
don't wait for mail and thhigs like that. We start with the tolcpho e 
number-on the application that the student gives us and tben we s a t 
with the family, and we may call up the school and tj^^tfo^^o^^^^^^" f ' 
and then we start sending them letters, hrst, second, third notices, tliat 

^"^M? LEiT^ihe other area that I was hiterested ui is how Sallie Mae 
has worked for you. Do you foresee yourself taking ad^'antage oi tliat 

market in the future? , . » ci n- -at ,.„^ 

Mr Summers. Well, with the introduction of the Sallie Mae pio- 
gram, of coui^e it made it wonderful for us to immediately be able to 
turn in a sizable portfolio like we have. At the point m time that we 
needed the money, the money was there tlirough the toallie iMae 

^'WeZd a definite need for the $21/2 million that we borrowed and 
we realized that we were going to be able to put that $21/2 million 
right back into our program immediately and at the i-'ite they le 
charging, it's far more economical to go to Sallie Mae than it is f 01 us 
to take it from our own funds. tj- i „c. i-^,.*- 

So it is self-perpetuating itself through that program. It has kei^t 
us very happy with our present operation, and we're certainly very 
happy with what the future looks like. j ^„ win 

Mr Lehman. T'm concerned about this exhibit A— and we will 
include that in the record-that this party had. gone to every local 
bank and had been turned down. From your experience what can we do 
leSatively do you think that would fac litate applications so that 
thev won't be bounced around? Do you think there is anything we 
could do to make it more conducive for banks to j-g^pond more ±av- 
orably to these kinds of situations? Tliere must be a reason 

Mr Summers [interposing]. I think Jean's deferring to me. 

Mr. Lehmax. OK, give you all the tough ones 

Mr. Summers. As you know. Congressman, there have been seminars 
and there have been many meetings here m the past where all o± the 
larcre lenders in three counties, I think, were mvited to meet, and 
those who did show wished only to protest again-their protestation, 
rather, that yes, they were in the program, and yes, that tliey cer- 
tainly were making the loans, and that there was no reason to castigate 
them as being the ones who welched on the whole deal. 

Mr Lehjian. You know, you can't preach to the choir 

Mr! Summers. B^xaotly, so when you see such a letter, you Imow 
that that's not the real story because when a student is shuttled troni 
institutions, from one to the other, he eventually finds the word that 
if all else fails, he better talk to Dade FederaL . i„ i • , 

Believe me, we're not the boys in the white hats. We are not looking 
to jret all of the student loan business in this area, but as I said, we 
are not losing any money running it, and we really feel that there is a 
definite nee.L Our maiuigpnient policy is that there dejnnitply is a 
definite need for us to subcribe to the Federal Government's programs. 

42-884 — 75 S 

* lis. 
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Mr. Lehman. Well, I want to thank you both for coming, and tell 
Konnie and all the people down at Dade Federal they're doing a 
.great job and are certainly of service to the yoiuiff people in this 
community, ore 

It's particularly interesting that even though the main thrust of 
your operation is certainly iii Dade County, you are still the number 
one sfcudent loan people in Broward County. 

Mr. SmraiERS. Thank you, sir. 

Ms. BuRBAGE. Thank you. 

[Mr. Summers prepared statement follows :] 

Statement op Charles J. Su.malers, Senior Vice President, Dade Feder^vl 
feAviiS'GS AND Loan Association of Mlvmi 
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for iJOhcy decision. Our management, too, was imaware of the laelc of interest 
by pur indiistry members, as well as other financial institutions in our ai-ea We 
^nrKn-i • ''^'^]'\''^'^}^''^^ ot studeuts wcrc being met and that Dade ITederal's 
participation would not be of material consequence 

T„ i^'^^'. o"^' P^'€^sif^eiit, Mr. Ronald Lipton, was invited by Senator 

La^Yton Cliiles- of Florida, to attend a meeting in Miami designed to demonstrate 
the program fimctioning in Dade County. The needs and frustrations of our- 
students applying for loan accommodation from the lending institutions of Dade 

1 immedi- 
I our local 

participating lenders were imposing addltionaVVencfing 7r1te^^^^^ to almost ^bdng 
the underwriting to a standstill. Once Dade Federal Savings was exposed to the 

+n nn nn^^ ^""^ ^l''^ 1^ ^^^^^ ^^s lending facilities immediately 

to all comers who were residents of Dade and Broward Counties ^ 
Qf?.? f federal Savings now fully accepts its role in the Federally Insured 
btudent Loan Program, as an integral part of the many services we offer to our 
community. We realize that we have sacrificed no earnings nor have wc acquired 

'i^^iJ.Z'^J^''..'^^^^^^ '^'o^^^ a personnel staiidpoint. 

(We operate this department with two full-time staff members ) 

Our returns are more than mere profits; more than the hope that we will reap 
the savings liaryes from grateful clients in, say, ten years. These letters repro- 
duced here as Exhibits A, B, and C. are only a sampling of the coi^e^'o^^^^^^^^ 

^^"'^'^ ^^o^^ether with these acknowleSnts! 

Safsi m4 : ^^"^'"^ P"^^^'^ ^'^^'^"^ status as of 

•rn , 1 o Program status 

Total loans, 3,178 _ _ _ _ _ S4 040 041 50 

Loans outstanding not on repayment, 2,9721"! TZ" " TI 3' 773' qoi 41 

Loans outstanding on repayment, 206 ^ I !I '268,040.* 09 

^* .1 ^ BelinquGiicy status 

30~44 days, none. 

45-59 days, 4 (1.9%) « 00 

'CO days and over, 19 (9.2%) III-I-^IIZIIZZII 23! 147.* 83 

Claims 

•6 loans in process, (2.9%) -^q -^^ 

Claims satisfied hy HEW 
7 loans, (3.0%) _ . g_ g„ 0^ 

(Percentages relate to total loans on repayment) 
•outslae arS "''^''P"''"' attending our local medical schools arc accepted from 
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Loan portfolio data 2, G7S 

.Number of subsidized loans '29^^= 

Number of uusubsidized lo^ns- -----------^^^^^^^^ 2T4 

Approximate total number of schools our students attena-- ^2 

In Florida 1 _ I 22S 

Out ol State y~ U 

Out of country 

Program Results 
we are aware that «"-teM "n.cen.d^ 

borrower, although we ^^^^^^f^^^ ''^^Dac^ F^^^^^^^ Savings is in the 

S^^'^^^^t^^^^Z^t7t^ relationship eviclencea hy our 

(lute, approximately a ^'^'-''^-^^H^^n nf the moS as we considered it in our 
Broward County from the ""tiahou of the piog am, as ^ accurate 
UnuUug area. We '=«f:^,'^,^te we are th^ ^^eeT'Ifghi money'' market we 

.statistics are not ^^^'f °^„™iJLiuT^^ "SaUie Mae." In February 
liiive availed ourselves of the \^aienousiuj, ""-^ rpturn to our nrogi-aui. 

19t1 we borrowed two and one-half mi lion l^i^ ^i^'^eUv and individual 
Our program "on line" to 
'^^'S^'^^Tr^l^'^V^^ adapted the system to 
meet the requirements of HEW and the Association, 

PROBmMS AND Suggested Solutions 

than §15,000.00 per year, the stu eiit ib c|^fc''^l^^'^' ^ than $2,000.00 

approved for ?2,000._00 without Jl^e^' X„ the "needs analysis" (required 
requires lengthy =1^^ """'^^Pf^'^^f^Vile ivs^^I^^^^^^^^ that for an incre- 

"^^^LX^^^O^! S So "r, and palSL work involved are a 
tremeudous waste to both borrower and lender. 

LOAN TKANSACTION STATEMENT, WlTH STATUS OnANGE 

Beceived every two oionths ^-^^bT sc^ilooV Inderr^^ 
important. Not receiving P^o^^r attention by^^ corrected. Changes 

reported to the HEW headquarters ""^ J^^'^^^^^''^^"^ ^l.ools. These reports 

.are not being reported P'^?°1P' ^ ,^i'^;l^V^^ to spend the time on up- 

^^f^o SrthTfhe'^reprtras'fn'^tlrn^L^eiving the proper attention 

'-L^l'lflT^-y-^-Selt that ^ 

tr^^^^^r^^^^^^B^l! vo^d ^e»i^^^ 

j)rcvious quarters. Foflpral Savings and Loan Association of 

Mi?m^i a^1,?epS"o a^[d°Tn ?ntf«^tL" investigation of the program, 
liespectfully submitted, Charles J. Summers, 

senior Vice Presiaont ana Suvcrvisar f^^^.B^.T'''"^^^^^ 
Assistaiit Vice President and. Supervisor Student Loan Program. 
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EXHIBIT A 

7-w^.„ o T , December 20, 1973: 

mv Snufv^'U '^''f'^ "'^r'' ^'^^^^^ J'Q"^ student loan has meant to> 

my family At the tune you loaned me the money to go to school every local h* nl- 

talve great pleasure in paying back this money, uuLemeuc ana 

Merry Christmas, 

T.A-TTT^^ro « Emily Elliott. 

EXHIBIT B 

ROREIIT FeINSTEIN", 

Executive Offices, Ohaiuman o. the Boabd ^^^"''^'^ ^^^4. 

DaDK FEDKII.VL KaVINGS AND LoAN ASSOCIATIO.\ OF MlAMI 

Miami, Fla. ' 

Dear Siit : I am writing to thank you personally as Chairman of thp Board 

at tlie Hollancl Law Center here at the Uiiiversitr 
of Florida, the Uiianeing for which I can now calnUy be assured of due to vonr 
organ.ications long-range foresightednoss. beniflceiice, and Ssiai, i tl e a? > 
of low-i-isk (Govt, insured) hut not-high inimedintc divS s oan nroer- 
More c early stated, I reali«> the importance of savings al a role i Uendhlf H o 
i.itorest yieUl to the Bank) and wish to give you n.y own amount be i I otvev 
small ov large upon beginning my law practice in he Miaad a?ea m4v of mv 
personal tr.ends whose credit and need are similar to my own are a so dronn "e^ 
in to meet your personnel. I hope they are 30% as grateful as I am '""P^""^ 
movc""atSl're" " ^or one person to make Ids education 

Sincerely yours, 

EXHIBIT 0 ROBEKTITEIXSTEIX. 

IMiAiri-OADE Junior College, 

Office of the Deax, 
-P, Miami, Fla„ April S, JOy/f. 

UEAK Sirs: Thank you very much for the fine cooperation and suunort von 

--'^^^ vegi.s?ratV^n='c4;\^l 

student work at home, using radio, TV and/or indepenS st"dv and in 
requ.red to come to campus only for exams. Credits are entered on transcrint- , 
the .same way that all credits earned at Miami-Dade are enteiJed "' 

Would It he possible to display the poster and brochures enclosed in this 
envelope > Rach brochure contains a mail-in registration coupon 
your^'loSn. '' ^'"'"^ ^"'1 "se to individuals who yi..it 

Thardv^ you^^for^ yonr coutinued support o£ Miami-Dade Community College. 

A'lIiOI.VIA GEJfTr.E. 

Enclosure. Director. Open CoUef/e. 

Mr LKTrjrAx. I wonkl just like to takp a minutp to hvms; Ti'as Powell 
an old tncnc of mine, clown here. He's not ofTieiallv on tiie ajyenda. hut 
Coach 1 owell has been m this part of south Florida for many veai's 
i-le has associated closely with the, yoniLtr pp()l)le in this area -it the 
community level and. at the hiiyh school lev-el. 

I think hc^has always had a feel for the pi'obleins and need.«; of the 
people, and I ]iist wonder, Coach, if yon have anv coinnient.s. ^'on'\-e 
been listening to these hearin<rR all mornino-. jf Von know what the 
problems are, maybe you can give us a little leadership 
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STATEMENT OF TEAS POWELL, DIVISION OF PHYSICAL EDTJCA- 
TION, MIAMI-DADE COMMUNITY COLLEGE, NOETH 

Mr, Powell. Thank you, Congressman Lehman. 

I'm Tras Powell, and I do work for Miami-Dado Community Col- 
lege, North. I am also unfortunately in charge oi* the ^^'ork-study for 
niy division, division of physical education. So I'm aware of many 
of the problems that we're being confronted with as all of these experts 
have presented. 

I think it a great pleasure to have the opportunity to testify before 
this committee, and most of all because you. Congressman Lehman, 
are my very good friend. So it certainly is an honor. 

There are some things that I ha^'e run iiilo with the BEOG, particu; 
larly as related to the filling out of the application in the sense that it 
represents to many of our deprived, disadvantaged students a redtape 
b)]ockage they call it. ^ 

Of course my actual common knowledge therein is that the BEOG 
concept lends us to something that we would rather not be bothered 
with, at least I would rather not be bothered with personally, and I 
would like to see the financial aid assistance be handled by the colleges 
based on the fact that the application lias to go and come, and as has 
been stated, we're talking about time. 

What happens to many of the students in the process of the appli- 
cations going and coming back to the college is that many of them get 
discouraged and take jobs and consequently never get a chance to get 
into the institution to begin any sort of education. 

However, it also leaves me iii a dilemma in many instances in terms 
of pay. What can we offer John Jones? He could have a job maybe 
because he has not heard. So here again we have blockage — there is a 
blockage, rather. What does happen in many instances, we have an 
athletic program here in our division, and there's no need to try and 
pretend that wo don't. 

TJirouo-h much of these financial assistance you get an opportunity 
to get some of our athlete's started. Many of them are poor. Many of 
them aren't grabbed up by the big colleges, and inasmuch as they 
want to go to" school we can bring tlicni aboard and they can get some 
financiar assistance, but here again we run into the same problem 
of the financial administrator of tliis institution having to delay tlie 
time that lie can give some land of certainty as to what the particular 
student may qualify for based on this type of an application. 

So the work-study, in terms of tlie jol), wo handle our work-study 
very, very carefully because we have found that it can be a dilemma 
in tluit most kids will be absorbed in just tlie concept of reccivnig 
iiionev. 

They work for us, and we make sure that this docs happen, and 
these are realities of life. I can refer more to minorities. I do work 
with all groups now fortunately because wlien I was in the system 
for some 17, IS years I was basically dealing with a particular ethnic 
group, but now that I am involved in a versatility of groupage, we 
run into the same problems of the students. 

I certainly wish tliat this committee would take under con.sidera- 
tion tlie changing of tlie format as is related to how are you going to 
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grant number of dollai^s in terms of funds to the colleges, and I thiiilc 
maybe and conceivably, possibly that Ave would be better off if wos 
had the opportunity to handle this internally. 

Now, Dr. Masiko and those other big boys talked al)out dollar 
figures, percentages, and so forth and so on. I'm a low wig. I just 
happen to work with Dr. Masiko, but those are some of the things, 
Congi-essman Lehman* 

I certainly again want to thank you for allowing me this oppor- 
tunity to make these few observations. 

Mr. LKrI:^^Ax. Thank you. Coach. 

I just would like to ask you about your experience with tlie young- 
people whom you're dealing with in the work-study prograxm. IIow 
are these working out? Is this keeping these youngstei'S in the pro- 
gram or is the work-stud}' program restrictiA-e? Are there enough 
job oppoHunities, and how do you compare the work-study assistance 
to the basic opportunity assistance? 

Mr. PoAVKUi. OK, the work-study program, as I see it, No. 1, is. 
rather restrictive, and its restrictive in the sense in that tlie super- 
visor, the administrator of the work-.study program, the administratoi*,. 
finds it veiy difficult based on an estimated amount of money in pro- 
rating the numbei- of liours students can work. 

For instance, if lie would be allowed to work more horn's, it's conceiv- 
ably posiblo that lie wouldn't luive to use a split .shift, and by that. 
I mean work-study, go to college, and then work in the evenings to 
try to make ends meet. 

I thinlv that that's the way it ouglit to be. I personally would much 
rather .see the finance stay in the Avork-study category as compared to 
the BEOG. That's my pei'sonal opinion because as a result of doaluig 
with them I think that I voice that sentiment. 

Mr. Lehman. Well, thanlc you yery much. 

Maybe counsel would like to ask yon a couple of questions. 

Mr. Fkankltx. You mentioned,' Mr. Powell, that you Avould like to 
see financial aid handled by the colleges. Were you saying tliat you 
would like to see the applications handled by the colleges or the money 
go to colleges? 

Mr, PoA\T^T.L. Tlie applications handled by the colleges is what I lind 
reference to. 

Mr. rR.\NKLiN. Yon mentioned that in the case of athletes, those 
pi-ograms enable you to hi-ing athletes here. 

Mi\ PowKLTi. Students fii*st, then nthletes. You sec, each depart- 
ment — the athletic de])artment for instance, T think the track coach 
has six scholar.ships, n.nd that's to supply him with a cross-country 
team and a track team. Well, you know as well as I that that's menial 
when you stai-t, talking about pntting a track team together. 

Well, if he goes out and i-ecruitvS a boy — attempts to recruit a boy, 
got the boy to come to school, he's going'to hnve to try to qualify iiiiu 
for financial assistance, and if the financial assistance is drawn out, 
the boy tliat he's dependin^i" on to furnish as an FTE as well as an 
athlete soon loses all of his zip and zeal, and he goes and gets a job, 
and so the college loses him as an FTE potential, ajid the coach loses 
him as a potential athlete. 

That'.s the Idnd of involvement Ave have as related to the athlete. 
That's the kind of analogy I was trying to draw there. 
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Mr. Lee. What kind of time line are you talking about from the timer 
you first start talking to the student to the time when you can indicate 
to him what kind of financial aid package you can mialify him for? 

Mr. Po^vELL. April 1 is usually the deadline for all financial applica- 
tions. They're now hounding us. Many of the guys want to come to 
school for instance. 
. One of the reasons why I came back to the hearing as early as 1 
did— and I beat you men here— because, my God, they had a stack of . 
inquiries on my desk asldng what's my son going to be able to get? Ho 
filled out the BEOG. 

Well, no one can tell him because Mv. Eappell, who is m charge, is 
waiting for an answer to come back to him, and they're hounding me, 
and he hasn't notified me. So I caiv t tell them. 

So we're* getting ready to close the school for the summer sessions— 
for the spring session. So many of these kids will leave and not attend 
siunmer school, not loiowing 'if they'll be granted anything. There- 
fore they don't laiow whether they'll be able to come back in the fall,, 
but if we could have something to give them, based on the quiclaiess 
and et cetera, then I'm siu-e that we coul d save more kids. 

Yoii^tee, we must also generate a certain amount of FTE's to be 
able'to qualify for certain number of dollars from the educational sys- 
tem in the State, and so we're looldng at it from two angles, not only 
athletically, but we're also looking at it generating the FTE s in 
terms of student participation. 

Mr. Lee. So you're generally not abl e to tell a student 

Mr. PowEU. [interposing]. Ko, no; we're not. Dr. Mira is hounding 
me now, and she's on my neck. I have to get this straight. Well, how 
can I get it straight ? I don't have the answer, you loiow. 

So I call the financial add office, but still they'll say, well, we haven t 
processed it yet to the extent that we've gotten a return answer. So 
there we are. 

If we were doing the processing, with oiu- giudelines and our stipu- 
lations, then we could immediately process it, and then we would be 
better able to give a tentative recommendation in terms ot amounts. 

Mr. Lee. So you can't even give them a tentative indication at this 

point? , ^ 1 . 1 • 

Mr. Powell. No way, no way, no word, we'veheai-d nothing. 

Mr. Lee. So when will that come; do you expect, July, Augusts! 

Mr. Powell. I was told we would have this in August, and eveiy- 
body will be gone in August, vacation and everything else. Many of 
these students have to get out of school after the fall and winter 
semester and work and support families themselves. So they don t 
attend spring and summer. 

So tliey're floating around, and we have to communicate with them 
through mail, but we're unable to in August. Where are they in An- 
o-ust nVho knows ? Where are we in August, you know ? 

So it creates a problem for us. We certainly would— you know- 
could appreciate it if it was a little earlier, at least while wo/re here, 
because we do go through the summer semester which ends August — 

'^^Jtif LEinrAN. Tliank you, Coach. Come see up in Washington. 

The next party we liave on the agenda is the associate dean of 
Florida International University, Dr. Don Brusha. 
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Thank you, Mr. Bnisha, for taking time out of your busy schedule, 
and our best regards to the staff out there. 

STATEMENT OF DON BEUSHA, ASSOCIATE DEAN, PLOEIDA 
INTERNATIONAL UNIVERSITY 

Mr. Brustta. Mr. Chairman, members of the subcommittee, on be- 
half of President Charles Perry, I wish to express his appreciation 
for the solicitation of Florida International University's position on 
student financial assistance policy, and his regrets ;for not being able 
to be liere today. 

We are aware, as you are, that tlio student financial assistance pro- 
grams of tlie Federal Government have been the single factor that 
has removed education from being one of the perquisites of the 
wealthy in this country, to a right that is open to all, irrespective of 
financial background. 

Until such time as every citizen in tliis countiy can afford higher 
•education, either for himself or for his children, we must continue to 
expand the funduig of financial aid programs so as to meet the needs 
of our gi'owing and changing society. 

In a time when the programs for the promotion of college and uni- 
versity study are bearing fruit, we must not make the harvesting of 
tliat fruit either impossible by cutting back on programs that have 
1)oen proven successful or uneconomical by creating programs so costly » 
to tlie potential student that he will quash his motivation for post- 
secondary education. We must not losesiglit of tlie fact that tlie better 
educated the populace, the more respo^.' Ve they are and the abler 
tliev are to democratically govern theru^tlves. 

The trend of financial aid thought in Government circles during 
the past 3 years has not been such that concern for mass, postsecondary 
education appears to be foremost. I'm certain that many would satis- 
fiedly point to the basic educational opportunity grant program as a 
concept to refute the foregoing statements. 

The claim has been uttered over and over again that BEOG, ]dus 
the federally insured student loan program, will form the hulwai'k of 
the future against educational costs. Briefly, let us examine the reali- 
ties as to test the effectiveness of that defense for the future. 

As the BEOG program re))laces the current campiis-based Federal 
programs, what will occur? First, less aid will be available to address 
student financial need. This statement is supported on the basis that 
the qualification standards for the current campus-based programs, in 
most instances, are less stringent than the qualifications for the BEOG, 

Where, then, will the monetary difference be made up? From the 
federally insured student loan program. Thus, a student from an 
ecoiioinically lower middle class liome who may, for example, receive 
J^DOO per year from BEOG, assuming 7VE0G were full-funded, will 
have to borrow an additional $2,000 to in2,5()0 per year from a bank 
in the form of a federally insured student loan to meet a college or 
uni versitv budget from $3,500 to $4,000 ner year. 

Those budget figures, by the way, reflect the cost to exist and attend 
a public 4-year institution, not the more expensive private ones. 

Thus, at the end of 4 vears, that student owes his bank l)etween 
'$S,000 and $10,000. The student then finds that in order to make a 
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salary from which he can afford to pay back his loans, he must take 
out more and largei- loans to obtani an advanced degree and he 
proceeds into a spiral which, but for the hnntation on advanced degrees 
available, could be endless. 11 

The second situation that appears as the canipus-based programs 
disappear in favor of the entitlement program is the decrease 111 t ic 
ability of the campus hnancial aid otticer to speak to hnaiicml needs 
of students ^-hich arise on an emergency basis. 

If, for example, a student's father is oft work for 9 weeks, 01, moie 
dramatically stated, over 2 months, no adjustment is allowed on 
BEOG. There are only five allowable reasons for a reexamination ot 
the parent's ability to contribute. . . -. . 

The above is not one of them. The financial aicl officer Avithout sig- 
nificant campus-based programs,.can offer no help. The odds favor that 
the student caught in this position will withdraw from school thus 
losin<r the productivity of funds already recel^^ed by that student. 

One fui^her difficulty with the entitlement progi-am, as it now 
stands, is that not only is the amount awarded dependent on the 
parent's preceding year's salary, but the same is true for the inde- 
pendent student who decides to enter or to return to school. If tliat 
person has been working, probably the only aid available for their 
fii-st 2 years in college will be the federally insured student loan 

Finallv, the BEOG program makes no provision for geograplucal 
differejices in cost of education. That sum of money to which a student 
is entitled, is the same whether a student is attending a college or uni- 
voi-sity in Miami as in Wyoming. j 4.- „i. 

This, of course, creates sufficient differential dollar productivity sucli 
that students may not be allowed to experience higher ed"catioii m 
more expensi^-e areas. Therefore, we respectfully urge that the BEOCt 
program not be funded at the expense of the campus-based Federal 

^'wTX we ack-nowledge the past success of the supplemental educa- 
tional opportunitv ^raiit and would hope the program would be con- 
timied. we would" like to even more strongly advocate the continua- 
tion and strengthening of the college work-study progi-am and national 
direct student loan program. . , 

The college work-study program has been one of the most^nspii ed 
succpsses in' advancing the financing of higher education. Ihe pro- 
gram has afforded the student the feeling of slianng in the payment ot 
his education while gathering experiences which add to the student s 

^' Added to this is the enriching experience many students hnye h.id 
Tvorkin<r in service-oriented jobs in the community through this prn- 
<rram. Also, the program develops a work habit under realistic con- 
ditions which a student's background mav not have provided, ihe 
work-stndvpro<rrnm must not be allowed to wither. 

The Nntinnnl Pirert Student Loan program also should nnf- lie 
allowed to die before its original nurnose has been achieved. A source 
of low-interest lonus m-ist be mnintained to help fund those students 
whose backgrounds militate against their taking Inrge loans at near- 
commercial rates to pav for their educntion. 

This testiinonv is nlsn tn cnptend thnt with diligence nnd cnre the 
rate of collectioh on iS^ational Direct Student Loans can be nmclr better 
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than those experienced by banks under tlie federally insured student 
loan prof^ram. 

The primary reason for this is an ex-student may be appealed to 
for repayment on an NBSL loan on the basis that the money he bor- 
rowed made education possible for him and the time has come for 
him to repay to make that possible for someone else. 
_ Unfortunately, banks cannot successfully use that line of persua- 
sion, and along with the high amount of the student's federally in- 
sured student loan balance, it is my feeling that they will always ex- 
perience collection difficulties. ^ J J 

strongest fear is that this high collection failure rate will be 
W p'^nr i-ationale for cancellation of that program, leaving nothing 
but BEOG, and Its built-m deficiencies. ^ => ' t> t> 
_ It is herewith proposed that a per capita level of lending be cstab- 
atTJct '''i'^^ I'^'^^y m"^^""^"^ '''"^^ uni^'crsity be funded to that level with 
iMJiilj tuncls until such time as the annual collections for the collefre 
•or university equal its level of lending. 

The final point we wish to raise is one that no doubt few testimonies 
Jiresentcd to you are without. Plowever, the point represents a suf- 
hciently significant problem that it must be repeated 

The recent new Federal financial aid programs have been funded 
without any administrative contribution to fihancial aid oflicers which 
■are significantly affected by those programs. 

The processing time is increased, the recordkeeping requirements 
rise and tlie need for student advising expands. This is all expected 
to he accomplished within existing administrative budgets, 
■well result? None of the above programmatic necessities is done 

This is not to suggest that the Federal Government should bear the 
entire brunt of financial aid administrative costs. It is, however a 
•strong reminder of the partnershii) de^'eloped with the institution 
in tliese endeavore and a plea that the partners continue mutual con- 
tribution. 

Thank you for this opportunity to testify before tliis subcommittee. 

Mr. J.EiraEAX. lhank you, Dr. Brusha. Your statements about the 
direct student loans have more incentive to be paid, have you o'ot any 
comparison figures on the ratio of delinquencies? 

JIi-. Bkcstia. No, sir. unfortunately I don't have a comparison figure. 
I hc basis of this statement was, I was a director of financial aid at the 
Unn-crsitj of California, Los Angeles, for 3 years, and in tliat office 
we colieotcd our own national direct student loans. 

We appealed to students on this basis. IVe liad a failure rate of ]es.s 
tlian 4 percent on our loans. We had a rate of somewhere in excess of 
i)0 percent of bankrupts reaffirming their obligation to tlie national 
direct s( uncut loan. 

Maybe it was our approach as opposed to .some of the others, Init we 
<lealt (hroctly with the student. We liad our own skip tracers in tlie 
ofiice, and for a sizable program we Jiad an extreme amount of luck witli 
that approach. 

Mr. Leiimax. I can see where if a ])erson refuses to repay $100 to a 
bunk, tliat this $100 didn't necessarily come out of the pocket of the 
next student because it competes witli commercial loans and every other 
'thing, but if you refuse to pay $100 back to a direct student program. 
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'that's going to be $100 less the institution itself ^YOuld have to loan 
:another student who also needed an education. 

It was interesting on the bottom of page 2, top of page S, how a 
iStudent goes further into debt in order to pay off what he already owes. 
You woukl have to take larger and larger loans to obtain an advanced 
^degree ; and the only degree'he could obtahi would be a masters in busi- 
iness administration in order to be able to handle his own financial 
I)roblems. Of course it does get a little.complex. 

Your institution deals with the last 2 years of undergraduate work, 
.and you have students who are no longer usually dependent on their * 
families — the independent student. 

What factors should be of concern in relation to your institution m 
a'e£>:ards to the independent .student factor ? 

Mr. :§KiTSHA. I think one of the things- about our student, unlike some 
^of the students I liave been acquainted with in past university ex- 
periences, our student is not merely the 19- or 20-year-old Avho has 
jprobably taken his first 2 years and continuing on. 

The majority of our students arc people who have been waiting who 
7nay have tiiken their first 2 years at a community college 4 or 5 years 
ago and now decided that it's time for them to continue on in their 
education. 

They are a i-emarkablv conservative group. They are 

Mr. Lehmax. Economically conservative? 

Mr. BKTjaiiA. Economically conservative at least. 

Eatlier than wait on the outcome of Federal programings, my ex- 
perience is that they have a tendency to rush early to the banks to take 
out federally insured student loans, even maybe more than they need, 
subiect to funding, but they are so afraid of a lack of fundmg tor any 
•upcomiiig year, they feel 'they would be safer doing this, and chey 

•do that. • J. i.- 

I think one of the things that I did not mention in my testimony, 
that students all over the country, and the universities ni the place o± 
those students, would find highly, highly effective in financial aid is a 

year's forAvard fundimr. so that we can , . n • 

Mr LEiofAX [interposing]. Forward funding of some kind is neces- 
sary because the stop-go funding cycle is clearly causing problems 

Mr Buusii-v At this point in time— it is what I June 14. We as yet do 
arot know what our funding is for next year on Fecleral pro^^^^^^ 

Mr LrTT->tAV So if we get forward fundino- from K through 12, 
then we'll start to take up forward funding in student assistance, but 
thafs been a problem in all types of edueation^The only place we 
don't have forward funding problems is m the Defense Depait.uent. 
IMaybe we ouLdit to use some of their techniques. 

I just wonder what portion of your students are gainfully employed 

or working students and what port ion 4.1 «f ..^v 

Mr Brusha [interposingl. Unfortunately I don' have that per- 
centage at hand, but I know' the percentage is reinarkably high. 

Ill Fkanklix. Have many of your students, under existing law, 
reached a point on graduation that they have found themselves with 
iinmanaofcable loan obligations? -, x i 4. 1 ^ 

Mr Brusiia. In terms of the federally insured student loan we re 
,.ot awaiTof that on the firsthand knowledge. Wo^re aware 1 by 
word of mouth, you know, people saymg, you know, I can t-they 
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would come back and say, you know, I cannot make my educational— 
the demands on me for my educational lending. So I've got to come 
come back to school and get a higher degree. We get a munber of those 
students. 

Since we somewhat in fact lose contact and we're too young a uni- 
versity to have yet established a firm alumni group, wo^re not^ttino- 
that feedback directly. ^ n 

Mr. Franklii^. What was your experience at UCLA in that regard? 

Mr. BnusnA. At UCLA it would've been my experience it was very 
nigh m terms of the students who were having difficulty. We had a 
great number of bankruptcies. I'm frankly surprised that students 
have not used that out more. 

Mr. Franklin. Were the bankruptcies a majority of the people ? 

Mr. Brusiia. No, no, not a majority. Mostly I think at the B.A. level 
as they leave school the realization of the debt is just not there* and it 
doesn't hit them until 9 months later if they haven't entered a graduate 
school at which time the realization never hits them until tlie day that 
hrst biirtjomes m and they realize that they owe $10,000 or 'moVe, . 

I understand that there's some talk that the upper limit for the 
federally insured student loan may go to $2o,000, and you can rest 
assured that if it does, there will be a number of students who will run 
it up to $25,000. 

Mr. Lehman. Do you have a graduate program now ? 

Mr. Brusha. Very small one, yes, sir, we're growing. We lla^'e three 
progi-ams now, one in businees, one in education, and one in the hotel 
school. 

Mr. Leiiiman. John ? 

Mr. Lee. For my own salce can you tell me a little more about the size 
of yoni- .school, a little background ? 

Mr. Bkustta. We're approximately 9.000 students, and we'i*e an 
uppci- division in graduate university. This i.s the completion of our 
second year. We had our first full 2-year graduating class last year. 
We're di\dded into five schools and a college, the collei^e being arts and 
sciences, and the schools being education; business: health and social 
science ; hotel, food and travel service -and technoloo-y. 

We're the only— no, let me restate that. We're the first State univer- 
sity to be located in Miami. I don't Icnow if T'ni stepping on FAIT-s toes 
or not. FAU is in Boca Eaton. We're the first State university down 
here. 

Jlr. Lett:m:ax. Florida Atlantic, 
iir. Brustta. Florida Atlantic. 

Mr. Lee. These 0,000 students, you indicated tliev're older than in 
mo?t institutions ? 

Jlr. Brttsita. Ye5, our average age is about 27. Apparently a number 
of people 111— a number of students in south Florida— this part of .'^outh 
Florida, Miami— have waited since the inception of the fii ot talk of 
Florida Iptcrnational University to come bnr^k to scliool, and tlioy 
have c.on:ie back with enormous enthusinsm and in surprising number's. 

]\Lr. Letocax. Much larger than your projection? 

Mr. Brttrtta. Riofht. 

Mr. LErarAN. What liad happened obviouslv is that manv people 
who had gone through the fii-st 2 year.^ in a junior college just'couldirt 
afford the tuition at the University of Miami or were not able to tra^'eI 
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back and forth to Boca Eaton 50 miles away or to go to the University 
of Florida or one of the State schools. 

So they jii^t delayed the completion of their education until we had 
a State histitutioii in this area, which is FIU, and FIU is going to, I 
understand, include a branch. 

:Mr. Lee. That^s all thank you. This has been helpful to me. 

Of those 9,000 students, how many are receiving some form of finan- 
cial aid ? 

Mr. BuusHA. Approximately 2,000. 

Mr. Lee. Do you have a lot of part-time students ? 
Mr. Brusha. Considering that— considering the number of students 
that we have and their Avork habits,- we surprisingly don't have a lot 
of pait-time students. I would gueSvS— I'm guessing— I'd hate to throw 
out a guess, but it's not a lot, a quarter of the student population, part- 
time students that is " 

Mr. Lee. Was I correct in inferring that most of your students are 
under the federally insured loan program ? 

]\[r. Brusha. Yes, many, many federally insured student loans. 

Mr. Lee. Can you give me an indication of the size of your college 
work-study program ? 

Mr. Brusha. In dollars ? About $300,000. 

Mr. Lee. And do most of them work on-campus ? 

Mr. Bruska. Most on-campus. We're still new enough that our off- 
campus program now is being run thi'ough the local Urban Core 
Airency, and we hope to expand that possibly either through the agency 
or if the agency cannot do it, through our own contract because I feel 
verv strongly about a sti-ong off-campus work-study pro,gi'am. 

I think it's good for the students. I think it's good for the com- 
munity. So I would like to see ours expanded. 

One of the reasons our financial aid oflicer, by the way, is not here to- 
day is he is on campus for the first time day before yesterday. He's 
brandnew, so that's why I'm here. 

ilr. Lee. How much expansion do you see is possible realistically 
in terms of college work-study ? n • a i 

Mr. Brusha. Realistically if we have timely notification ot the 
amount we can use, I think we could expand easily by a third. 

Mv. Lee. Do you run a co-op education program? 

Mr. Brusha.' It has just started. It is not underway yet. As a matter 
of fact we are beginning to undergo within 2 weeks for that coopera- 
tive — director of cooperative education. 

yiv. Lee. Is this going to be with Fed eral funding ? 

]Srr. Brurtta. I don't know — that I don't know. 

iSfr, Lee. But vou're looking fomard to expanding 

Mr. Buusha finterposing]. It's not under Federal funding in terms 
of a grant ; no, I know that. 

;Mr. Lee. There's a small amount of money for development of co- 
op education. 

yir. Brusha. I don't believe— if that's the grant I'm thing of, I 
dou'f believe we got that. We applied, and I don't believe we were 
funded. 

Mr. Lee. But you're looking to expand your co-op education pro- 
gi*am ? 

Mr. Brusha. Oh, yes, yes. 
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Mr. Lee. As well as your college work-stiidv 

Mr. Bkusiia [interposingj. Our college work-studA' proi?ram, riLrhf 
Mr. Lee, Aiid that doesn^ cau.se too much administrative difficulty 
Mr. Brusha [interposing]. Certainly if we go to a— if we expand' 
oil-campus under the contractual requirements of a work-study pro-' 
grana, if we do not work through an agencv who does that for us, like- 
Urban Code, who does all the contracting and doe^ all the paper work 
it creates quite an administrative hassle. 

I know at UCLA we had four people doing nothing but coUeo-e* 
work-study program because we had a sizable office for the off-cam- 
pus program that required contracting with individual agencies some- 
degree of recordkeeping on each student. So we had four people' there- 
and a program that was probably four or fi^'e tiiues the size of this, 
one, 
Mr, Lee, Oir 

Then to wrap this section up, for these outside ao-encies do you think 
it would be possible to change the Federal matching grant from 80^ 
percent, to, let's say, 50 percent? Do you think you could still induce 
nonproht agencies to cooperate? 

Mr. Beusiia. I would have to assume, yes. Our experience at UCLA 

and I cannot share any experience here because I just don't knoAv— 
was tiiat the off-campus agencies were verv, very fond of havino- our- 
students, * 

Now, I didn-c get the note in their voice that thev were only fond of 
liaving theni because it only cost them 20 percent,'but thev seemed to^ 
really feel that they were doing a fine job. Assuming thev need those 
]obs done, they were not just providing those jobs— and Idid not feel 
any sense of that either— that even at a saving of 50 percent, you 
know, that they would be willing to do it, ^ 

The Urban Corps, for example, normally charges— at least it did 
there in Los Angeks---10 percent override, and it had no difficulty in 
finding people at 70, 30 an essence, and I believe many of the schools 
in the Ca iforma area last year were going to a 60, 40 spread. They felt 
thatthey had that ability on their own. J ^ 

Mr, Lee. Thei'e was an option ? 

Mr. Bkusha. Yes, and they were doing that them.selve.s, and the ex- 
perience was that they did not have that much difficulty 

Mr, Lee, Thank you. *^ ' 

]\Ir. Lehkax, Thank you very much. I would like to sec the student 
work-study prognim extended to the private sector as I said before^ 
because i think the student could get some experience there that would 
be of value to him, too. 

Tiiank you very much, Dr, Brusha, and I hope that you continue to 
iiavo the kind ot success that you are looking forward to at FIU 

Mr. Bkcsiia. Thank you very much. 

LfmrAx. The next witness is Dr. Brown, from Florida Me- 
monal College. I know you're familiar with the pmblems of tlie stu- 
dents and the student assistance programs because you're dealino- vvitli 
them every day, and I think you can just go ahead and be^rin 
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STATEMENT OF DE. LESTEE B. BROWN, FIOKIDA MEMORIAL 

COLLEGE 

Dr. Bkowx. Tliank you, Congrcssumii Lehman, your colleagues. 

I tliiiilc that Florida Memorial College is no clitterent from other 
institutions in the Nation as private institutions and the kind of heli> 
that the Congress of the United States can give to students who will 
attend the college is of inestimable value to the institutions. 

Now, we are presently participating in the BEOG^ SEOG, NDSL 
and GSL, guaranteed student loans, ^so^v, as of the moment tliei^e are 
only two institutions that are participating in the guaranteed student 
loan program. Both of those are Federal savings and loan associations, 
the najnes of which at the moment escajDe me. 

We are having some problems with the BEOG and the SEOG 
programs.in terms of once the forms are filled out and because of the 
distances that these forms have to travel before they are processed 
and before the institutions know the number of students and the 
amount of aid that they're going to be given, puts us in a strahi in 
terms of having to carry on affairs until such time as we are notiKed 
and our students know the amount of aid they're going to get, either 
through the national defense student loan or the guaranteed student 
loan or either through the basic educational opportunity grant or the 
supplementary educational opportunity grant, 

Mr. Lehman. May 1 interrupt you'^ 

Dr, BRO^\^", Yes. 

Mr. Lehmax. "What you're saying, I think, is sometimes only a 
week before the students know they are going to enroll at Florida 
Memorial, they may come out there, and then for the next 10 or 12 
weelvS they're going to be enrolled, and you're going, to have to kind 
of carry them on the cuff* 

Dr. Bkown [interposing]. That's right. 

Mr. Lehman [continuing]. Until that time in 12 or 14 weeks later 
when the decision is made and only then. 

It seems to me that these delays are unnecessarily long, and as I 
said before to the others who were here earlier, if it seems as though 
it's unusually long, if your student will contact our oilice, if you hap- 
pen to live in this congressional district, or whoever their Congress- 
man is, I'm sure they could expedite the application and make it a 
little easier for you under the circumstances. 

Dr. Brown. Now, one of the other problems that we have had, and 
I^m not sure it's peculiar to our institution, is in the matter of iilling 
out the parents' confidential forms. 

We find that our students oftentime do not necessarily know the 
income of their parents and the process that they have to go through 
in getting the i>arents to sign it and to put down all these 

Mr. Lehaean [interposing]. A notary public and all that? 

Dr. Browx. Yes, that has loosed a particular problem for us as we 
see it. "We've talked about this. We have instituted prom'ams to assist 
our students in tliis area in terms of what we do at tlie college and 
the financial aid's oflico, calling assemblies to iusti'uct students in how 
to fill out the forms and puttnig them in the mail and of contacting 
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their parents to make sure that they are putting down the accurate 
family income. 

Xow, we have a little problem of our students putting down more 
than their parents actually earn, and this obviously 

ilr. Lehisuan [interposing]. Espo^ially when adjusted income. 

Dr. Bkowx. That's right, and this aftects the level of the BEOG 
gi*ant or the SEOG grant, as well as the NDSL and GSL loans they 
get. 

Mr. Lehman. How many of your students come from out of town? 
You have a dormitory ? 
Dr. Brown. Yes ; we can house 501 students. 
Mr. ijEiir>rAX. You have 501 enroUees? 

Dr. Brown. Yes, that are from out of town — that live on cnmpus, 
let's put it that way, because some of the students who live on campus 
are, say, from Homestead or Perrine or Naranja or somewhere like 
that that would be most inconvenient for them to travel to and from 
the school every day. 

Mr. Lehman.. And how many commute? 

Dr. Brown. Oh, we probably have close to 300 who commute. 

Mr. LEH:^^AN. And most of them live on campus ? 

Dr. Brown. Yes ; most of our students are residents. 

Mr. Lehman. So your students have an additional burden because 
the FIU students and the Miami-Dade students don't have to pay 
for dormitory sj)ace. 

Dr. BuowN. That's right, and you see, when the students are on 
campus, it means the school is carrying them for room and board 
which is very high — you know — it gets tx) be quite a burden for the 
insfitution to carry students over a very long period of time waiting 
for one of these to come through or a combination to come through. 

]\Ir. Lehman. Mr. Webb, would you identify yourself? 

STATEMENT OF EOSCOE WEBB, DEAN OF STUDENTS, FLORIDA 
MEMORIAL COLLEGE 

]Mr. Webb. I'm Eoscoe Webb, dean of students at Florida Memorial 
College. 

One thought that we've encountered is that the 18-yoar-old law is 
confusing when it comes to filling out the parent confidential state- 
juent or the student confidential statement. 

A student says to us that, OK, I'm an adult, I'm a voting adult, 
and then T fill out tlie shulont confidential statement, and then v/hen 
T list that I'm living with my parents, although I'm taking care of 

myself, then that's 

Lii^rnrAX [interposing]. Have been probably for several years. 

Mr. Wkbp>. Yes; so what w^e need is some adjuvStment there if any 
can be made or some interpretation of how it slionld be done because 
that delays also, you see, because that form has to be filled out before 
they can be granted [iny of these financial aids that we're talking about 
now. 

Other than that, what Dr. Brown said is — just about covers our 
basic problems. The time element is important. 

Take for instance now. We have not received in writing the appro- 
priations from many of the financial aid sources. We have received 
word that there will be X number of dollars for us, bnt not in writing. 
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So that in a sense holds us back as to what we're going to allocate for 
each student when it conies to his work-study and in balancing his total 
package. So if it could be expedited a little faster, the time span of 
when the student received it— when we get the information would cer- 
tainly help us quite a bit. 

Mr. Lehmak. To go back to your — excuse me, Doctor. , 

Dr. Browk. Yes ; let me identify myself properly. I'm Dean of the 
College at Florida Memorial College, and I would like to make an ad- 
ditional statement Congressman. 

One of the things that's a burden to our students, many of our stu- 
dents are first-time college enrollees in their entire family. Ninety- 
seven percent of all of the students we serre are on some type of 
financial aid. 

One of the things that affects our students lately is any kind of a- 
loan that has to be repaid. Now, the kind of aid that our students really 
need has to do with that land of aid that is not repayable or at least 
when I say not repayable, we're not asking for welfare, but we're sim- 
ply saying that in order to break the poverty cycle tliat the burden that 
is placed upon our students once they graduate from college to repay 
lar^e sums of money for their college education is a real burden. 

One of the things that we are hopeful of is that the amount of money 
appropriated by the Congress of the United States for the basic edu- 
cational opportunity grant and for the supplementary educational op- 
portunity grant would be tremendously increased, and it would cer- 
tainly be — used wisel}^ and be well worth the time and the effort and 
the money the Congress would put into it in terms of the number of 
students who would become taxpayers, rather than tax collectors in 
terms of the welfare rolls and in terms of food stamps and this kind 
of thing. 

I think that it may be good for our Congressman and his colleagues 
to know this because this is a very serious feeling among the constit- 
uency that we serve. 

When a student is the first one in his family to graduate from a 
college, and obviously he gets out he begins to buy of the people kinds 
of services like refrigerators and stoves and an automobile to go to 
work in and this kind of thing, so they consider it an extra burden 
when they have to go through the loan route, rather than through the 
BEOG or the SEOe route. 

Mr. Lehman. I can understand what you're saying, and I know 
that these young people have multiple financial and economic problems 
that usually transcend the educational costs of many of the middle 
class. But at the same time if we can afford them the opportunity of 
attending college and they do graduate, they do have a profession. 
If necessary, it's better to owe the money than not to go tlirough at all. 

Dr, Browx. That's right ; I agree with that. 

Mr. LEH^rAN. And I think we'll have to find out which way we can 
do it best. There must be various pathways we could offer these young 
people. 

To get back to Mr. Webb's statement in regards to the independent 
status of these young people who have been living away from their 
facilies for several years and self-supporting for several years, then 
they go to college, and all of a sudden they find they're dependent on 
tlieir families. 
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To me, there is something unethical, immoral, or impractical in this 
because we encourage our 18- and 20-year-olds to be mature ; we en- 
courage them to be independent; we encourage them to stand on their 
own two feet. We tell them to be self-reliant, and we let them vote, and 
we tell them they can join the military services and, if necessary, they're 
subject to the draft. 

Then all of a sudden thev go to college, and they apply for a loan, 
and then they are asked. What's Mom and Dad making? Do Mom and 
Dad still owe money on the house ? 

It destroys their independence and is destructive. To deal with them 
in tliis mamier is to make them technically financially dependent on 
their parents' income as to whether they qualify for student assistance. 

I Imow if you remove this, the existing money would be spread out 
more thinly, but I think the problem is not the way you keep score, 
but the 'availability of the funds at tliis time. 

The student from a family in which th^ mother and father have been 
careful and have paid off the moitgage on the house, then the student 
perhaps isn't qualified for a student loan. But if the mother and father 
have been imprudent and'have just mortgaged their house, then for 
some reason or other the student could qualify for a loan. 

Dr. Brown. Mr. Lehman, one of the things I would like to say per- 
sonally is that, it is* my hope that the Congi*ess of the United States, 
the leadership like yourself, that somehow a way can be found to 
provide the oppoitunity for yoimgsters such as the constituency that 
we serve go to college, and at the same time not rip off middle-class 
America. 

I do not believe that we ought to provide legislation that provides 
for one group, though it is in need, and there is another group that 
is self-suppoiting, that is paying the majority of the taxes of this 
coimtry, and they're not getting the relief. 

So we are aware of the problem that you face and of the magnitude 
of the land of solution that you must eventually reach, ^d we just 
wanted you to know that we're aware of this. 

Mr. Lehman. I understand, and even though your students may not 
come from middle-class America, they're going to middle-class Amer- 
ica, and time runs off pretty fast. 

Dr. Brown. That's right, that's right. 

Mr. Webb. One last statement is that, although Florida provides an 
educational grant for our students, somewhere along the lines the 
counseling or the getting the information to those young people who 
need to know that tliis money is available is not getting to our young 
people. 

I don't want to blame anybody, but I ceitainly want the information 
to be available — known that it's not getting to them. 

Mr. Leegvian. The pipelines are tough. We mail out to the guidance 
counselors at the high schools from our office alone hundreds and 
hundreds of bulletins to pass out to the students, to use with their 
students in order to find pathways for financial assistance, but some- 
where along the lines it doesn't get to them. 

Mr. Webb. I've gone into high schools to do recruiting or to speak 
to a gi'oup of young people and ask them about this, you Imow, what is 
it that you know is available for you ? 
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Then I look on the counselor's desk under five books, and I find a 
stack of applications that haven't been used. I've been a counselor, so 
I'm not talking about counselors because I'm in counseling and guid- 
ance, but I do think that if there is any way that this group can get 
the information to the students, it wiU certainly help some young 
people that don't come to college that would come. That may be the 
difference ii their coming, thatfsOO Or that $1,500 or $1,200, whatever 
the amount may be. 

Ml-. Lehman. Mr. Franklin? , , .,x i -j 

Mr. Franklin. About what is the ratio of grant aid to loan aid now 
in the case of a typical student? n Tm x 

Mr. Webb. One-half, I would say, and that's not good. When a stu- 
dent has to borrow half of his— tlie money it takes for him to Imance 
his education, he's in debt up to here when he leaves and unable to pay 
it right away because all these Idds may not get a iob the hrst year. 

ySu know, you may get a job, but not the kind of a ]ob in keeping 
with what you graduated with— the degree you. graduated with. 1 
think most of you know that, and it ought not to be ]ust that percent- 
age. Maybe it ought to be one-fourth payback, and the rest of it ought 
tobeagrant,worlc-study,orsometliingof thissort. ^ , . 

Dr Brown. Because in the final analysis once the student gets a 
job, he can rapidly move into middle-class America, but if he has an 
extra thing in terms of repayment, it mitigates against the rapidity 
with which he becomes a middle-class American. v xx a; 

I'm convinced that if we could have more taxpayers, the better ott 
we're going to be. . , , xt.- ^„ 

Mr. Lehman. What you're saying, the best way to pay this money 
back is through income taxes. 

Dr. Brown. That's right, that's right. 

Mr. Lehman. John ? t_i x x^-i, 

Mr. Lee. Do you find that a lot of your students aren't able to get the 
federally insured loans who might want to talce them out because 
lending institutions don't cooperate? ^ -, „ 

.. Dr Brown. That's a part of the problem. We don't have an over- 
whelming majority of the lending institutions participating m the 
program, at least for the constituency that we serve. 

Mr. Lee. And you have NDSL loans ? 

Dr. Brown. Yes. 

Mr. Lee. Which you can file ? 

Mr. WEJ^Bufyou know that's not going to be soon. NDSL is^oing 
to be replaced, going out altogether. , ti 

Mr. Lee. In terms of the 'people knowing about loans, I know that 
the Office of Education has made an effort this year to try to make that 
program more generally laiown and advertised in many different 
kinds of ways. ^ 

Has it seemed to improve for the students — ;- 

Mr. Webb. We're still having problems with it. 

Mr. Lee. Could you specify ? . ... 

Mr Webb. They're not getting the information as to the availability 
of the funds, and it is my thinldng that on certain of those grants the 
information ought to begin at high school— lower than high school, 
ypu know. Those students, when they get to the tenth grade, they 
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ouMit to be Imowledgeable what there is for them to go to school, what 
aid they can get, what Icind of assistance they can get, and they aren't 
that laiowledgoable. 

It isn't because they don't read; it isn't because they don't look at 
television. It's because somewhere alonor the line we leave it to the 
counselor or somebody at that school to tell them, and they aren't beino- 
told. 5 J ^ 

Mr. Lee. So the larger grants are available even though there is a 
bettor lead-in time this year because student funding and so on is just 
startino- last year ? 

Mr. Webb._ I notice that on television they had some information 
about the various grants and so on. This is going to help some, 

• Mr. Lee. But you haven't seen it reflected in any decree vou would 
like to? n J 

Mr. Webb. No, no. 
Dr. Bbown. No. 

Mr. Lee. Again I'm not from this area, and I'm at a disadvantao-e 
because I'm not too familiar with your college. Do you have a college 
work-study program? 

Mr. Webb. Yes. 

• Dr. Bbowx. Yos. Z"^^'' 
My. Lee. And I take it this is helpful to the institution ? 

Dr. Browx. Yery helpial to the institution. As a matter of fact we 
need the appropriation raised tremendously — w^e definitely need-^you 
see, at Florida Memorial College we firmly iDelieve^that a student ought 
to work for his education, not a handout, but 'the college work-study 
program at our institution ou^ht to be raised by three or four himdreii 
thousand dollars a year above its present level, 

Mr. Lee. Wliich is ? 

Dr. BROTyN, Which is about $349,000. 

Mr. Lee. So you think double the amount 

Dr. Browx [interposing]. Double. 

Mr. Lee [continuing]. Of the college work-studv would provide 
the kind of experience for your students that you would like ? 

Dr. Brown. Yps ; that's true. 

Mr. Lkk. And does that include co-op education? 

Dr. Brown. Well, a cooperative educational program of ours uiider 
title III this year— for next year was not funded. We had a small 
grant of $35,000 for the year that we operated on now that expires 
Juno 30. ^ 

So that wo are in the process of i^'opai-ing a in'oposal under the ncw^ 
title for next year in the amount of at least $75,000 for a cooperative 
educational progi'am. 

yiv. Lee. I see. 

Mr. Wi'TBB. T would hope that some consideration would be given 
to upsfrade that program in the amount of money we get. You see 
what happens is *" ' 

Mr. Lee [interposing]. This is cooperative education you're talking 
about ? 

'Sh\ Webb. The cooperative educ;ition progi'am — they gave us about 
$10,000, $12,000 to begin a program M-ith a couple of years ago. You 
can't do that. You can't start a progivam with $10,000. That^s a salary 
al in ost, you know, in a sense. 

Dr. BuowN. You can't hire a good, competent person. 
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Mr. Webb. For some reason tlicy expected us to do trcincndous work 
with that, and we just could not do it. We did tlic best wc could, you 
know, with the staff that we had that ^vas a part of another program, 
but you just can't take a program and begin it. Now, I can imagine 
after a program has stai'ted and is well on the road wo could do with 
less than $100,000 or something like, but with $10,000—12—1 think 
it was about 15 ; wasn't it? 

Dr. Brown. It wasn't much more than $15,000. 

Mr. Webb. We received about $15,000 to begin a program as im- 
portant as co-op education in Dade County. 

Dr. Brown. And, you see, one of tlie things as a part of our cur- 
ricuhim v7q believe that every degree granting depai-tment ought to 
have students as a part of their experience work in the real world. 

For instance business administration, no student graduates from the 
division of business administration unless he works in a bank or he 
works in some business doing something. The same thing — - 

Mr. Lkhman [interposing]. Do you give academic credit for that? 

Dr. Brown. Yes: we give academic credit for it. 

Mr. Lejiman. Can they takti that academic credit and transfer to 
another college? 

Dr. Brown. It depends upon the institution and their outlook on 
things and so forth. 

There are some things that we're trying to do that I think would be 
of interest in tenns of— in other words when a student graduates with 
a degree in accounting, as the result of having worked with Alexander 
Grant Accounting Firm or Touche Ross or somebody, he ouirht to 
be willing and ready then to sit for the C.P.A. exam immediately 
after he gets out, and then also if he gets a job with Touche Ross, they 
don't have to spend so much money training him because he knows the 
accounting procedures that are used at that company and so on. So 
this is the kind of thing that we're trying to do. 

Mr. LEII:^rAN. It makes the transition easier. 

Dr. Brown. Yes. 

Mr. Lehkan. I thank you gentlemen for coming up and givii^g 
us another slant on the way that you're trying to work the problems out 
at Florida [Memorial. Tell Dr. Purycar that— send him my best 
regards. 

Dr. Brown. Thank you, Mr. Lehman. 
Mr. Webb. Thank you, Mr. Lehman. 

]Mr. Lehkan. Ts^ow, that concludes the regular witnesses on the 
agenda, but I do have a gentleman here who has requested to make an 
appearance. 

Mr. John Miskoff, if you would lilce to come up, and wo will enter 
youi* testimony into the record. 

STATEMENT OP JOHN MISKOPF, MIAMI, FLA. 

Mr. MiSKOFF. Thank jou, Mr. Chairman, for giving me this time. 

I'm a naturalized citfzen, who has been blessed by God and this 
countiy to be of such means to have e^blished an educational founda- 
tion that is operating light now in nine different institutions in this 
country and abroad. 

My purpose in coming 
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Mr. LBHarAN [interposing]. Could you identify yourself as to your 
name, your address the name of your compjany for the record ? ^ 

Mr. MiSKOFF. I'm John Miskoff, individual, naturalized citizen, 
nothing more. I live in 665 Northeast 58th Street, Miami, Fla., and I 
have been there of course for the last 40 some years. 

My purjpose in this tiying to give you an idea what I am doing, 
which I thinlc is as good as any human being to do something for this 
country for the hiunan race which is exactly what my purpose in es- 
tablishing those educational funds. 

My funds are available to any person who is mentally and physical- 
ly fit, who is of such character that by receiving this help he is willing 
to pay it back to the institution which is educating him so that some- 
body else can use it. 

In Ouher words after I give it to the institution, I'm through with 
it, but I have like anything else rules and means to govern the funds. 

"When I saw this in the paper, as soon as I saw it I called up and 
came over here. I fibred this was one chance that also it sounds like 
a small way, a jolang way you might say, a competition with the 
Government. 

It is a program that can literally flourish and grow up everyday be- 
cause my funds will be going to those institutions indefinitely. Every 
year those funds will go in, and if you stop to figure that those people 
that receive those funds will give them back to the institutions, with 
about 25, 50 or 100 it's easy to grow up to a tremendous affair. 

That's exactly what my will provides, that those funds will go onto 
people that are woi'th of it. My intention up here is possibility that tlie 
Government might be interested as insuring those funds on me like 
they do with others with the banks and other people, I mean you know, 
to the institutions, not to me, so as to create more or less a psychologi- 
cal incentive on nothing else for those people to ti*y to pay it back. 

Anymore than that, as far as your organization is concerned, as 
far as the Government^ is concerned, it really doesn't matter except 
the fact that by this being known it may wako up some otlicrs to do 
this in the same position that I am that may do something like that. 

I don't have to tell you if enough of them do this, I mean you 
know, it can go up to a tremendous affair. 

Mr. LEHivrAN. This is an interesting concept. I wonder about some 
of the ramifications such as whether you could loan my son money 
to go to college and get it government insured, rather than my son 
going to the institutions to borrow money for the same amount.* 

Mr. MisKOFF. TsTot me, the institutions. 

Mr. Leiikan. You give the money to the institutions ? 

Mr. IMiSKOPF. Once I give it to the institutions, it's not my money. 

Mr. Lehkan. Well, the institutions get a certain amount of Gov- 
ernment guarantees now on their direct loans; don't they? 

Mr. MiSKOFF. TsTot on mine. 

Mr. Letikan. That's right, they have to come fi'om the Federal 
Government first. 
Mr. MiSKOFF. You're right. That is only the purpose I'm up here. 
Mr. Lehkan. I see. 

Mr. Mlskoff. And as I sav, just two purposes only two things that 
brought me to this meeting. That is one of them. 
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The second thing is if this is advertised and known, there must be 
another peoples as crazy as I am, you know, to establish something 
similar to this and not like it. 

Mr. Lehman-. Well, I'll request counsel on both sides to meet with 
you after this meeting, to get some more details on it, and when they 
go back to the Capitol to look into this matter see what the feasibility 
of this could be. 

Mr. MiSKOFF. I'll be happy to cooperate in any way I can. ^ 

Mr. liEBraiAN-. And I can see that it's a whole new area if it can 
be administered and if it is legal and it certainly could be productive. 

Thank you for taking the time to come here and plantmg a new 
germ of an idea, 

Mr. MiSKOFF. Thank you for giving me the time. 

Mr. Lehman-. At this point I just want to once again thank every- 
body for coming. I think these hearings have been productive, and 
we're going to take this information back to Washington and hope- 
fully incorporate it in the legislative action that this committee will 
soon complete in regards to student assistance in higher education. 

Thank you very much. 

[Whereupon, at 2 :45 p.m., the subcommittee adjourned.] 
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STUDENT FINANCIAL ASSISTANCE 
(Miscellaneous) 



MONDAT, TONE 24, 1974 



House of Kepkesektatives, 
Special StJBCOMairrrEE ok Education 

OF THE Committee on Education aistd Labor, 

Washington, D.G. 

The siibcommittee met at 10 ;10 a.in., pui-suant to recess in room 2261, 
Kaybuni House Office Building. Washington, D.C., Hon. James G. 
O'Hara (presiding). ^ ■ ^ i t i 

Present: Representative O'Hara, Brademas, Gaydos, Lehman, 
Benitez, and Dellenback. , . a j • 

Staff present: Jim Harrison, staff director; Eobert C. Andringa, 
minority staff director; John Lee, minority staff; Elnora Teets, clerk. 

Mr. O'Hara. The Special Subcommittee on Education will come to 

^^This week the subcommittee plans to hear from distinguished 
spokesmen from four of the groups who have been looking at post- 
secondarv^ education over the last several years and have issued recom- 
mendations which, whether we agree with them or not, form PJ^rt ot 
the context within which the subcommittee will have to deal with stu- 
dent financial assistance, and indeed, with most of the other issues we 
will have to deal with in the next year or so. ^ i i ■ i.i 

Today we will hear from four gentlemen who are involved m the 
studies that led to the issuance in October of 1^73, by the Committee 
on Economic Development of a report entitled "The Management 
and Financing of Colleges." , ^ -r^ ■ -n i 

Present wifli us today for the Committee for Economic Develop- 
ment are its president, Mr. Alfred C Neal, Mr. William Eberle the 
Special Assistant for Trade Negotiations for the President o± the 
United States, Dr. Sterling McMurrin, former U.S. Commissioner o± 
Education and now dean of the Graduate School of the University o± 
Utah, and Dr. David Miindel of the J. F. K. School of Government at 
Harvard University. -, , j i i 

Gentlemen, we would be very pleased to hear from you and are look- 
ing forward to a stimulating discu^ion this morning. 
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STATEMENTS OP ALFRED C. HEAL, PEESIDEIIT, COMMITTEE FOE 
ECONOMIC DEVELOPMENT; STERLING McMURRJN, DEAN, 
GRADUATE SCHOOL, UNIVERSITY OP UTAH; DAVID MUNDEL, 
J.P.K. SCHOOL OP GOVERNMENT, HARVARD UNIVERSITY; AND 
WILLIAM EBERLE, THE SPECIAL ASSISTANT POR TRADE NEGO- 
TIATIONS, EXECUTIVE OFFICE OF THE PRESIDENT 

Mr. Eberi^ Mr. Chairman, I am Mr. Eberle. If it is agreeable with 
you 1 would hke to sunply file this statement with you and to para- 
phrase it with some of the more important parts and then the four of 
^ would be prepared to answer any questions. 

Mr. O'Hara. Without objection, the statement will be entered in 
lull m the record as will your original report, and you may proceed 
in whatever manner you please. 

[The statement referred to follows :i 

Statement BY William B. Ebeble, Chaieman, Subcommittee on Management 

AND iriNAJ^Cim OF COXXEQES COMMITTEE FOB ECONOMIC DEVELOPMENT 

.Mr. Chalrm^^^ am WilUam B. Eberle and I am appearing here as chair- 
man of the -OKD subcommittee which directed the studies and produced the 
poUcy statement on The Management and Finanoing of Colleges. My coUeagues 
and I appreciate this opportunity to discuss the part of that statement which 
IS concerned with Issues of student financial assistance. Our discussion will be 
collets ^ framework which is designed to provide adequate financing for the 

If it is acceptable to you, I wUl deliver an abbreviated version of the 
written statement which you have before you. The four of us will then under- 
take xo respond to any comments or questions that you may have. My colleagues 
are, from^my nght to left, Alfred C. Keal, President of the C^D and at one 
S^ol^ coUege professor; Sterling M. McMurrin, project director of our study, 
Bean of the Graduate School of the University of Utah, and former Com^ 
nussioner of Education ; and Professor Bavid S. Mundel, of the John Kennedy 
bchool of Government, Harvard University. This team represents, as did our 
subcommittee, experienced professional educators as weU as business and college 
executives. The names of those responsible for our study are listed In the 
appendix to my testimony. 

iLet me say first that CEB took on this project for what we consider good 
and valid reasons. Most of the CEB trustees are in fact trustees of one or more 
colleges, and have a very sincere and dedicated interest in college education 
of the United States, in both private and public institutions. 

As business people, the trustees know that the single largest ingredient 
that contnbutes to productivity in the business sector is education. Also we 
have a high regard for the contribution that higher education makes to society 
^^ ^ Jr^°^?- '^^^ ^^^^^ reasons our puiDo.se is to preserve and 

education" ^ "colleges" because our focus was on undergraduate 

'I might add that CEB has done five previous statements on education, so this 
is no new field for us. 

In the last few years, it has become increasingly apparent that the nation's 
mgher education system-^including institutions, governments, parents, and 
students— has had and still must face serious financial problems. The first public 
evidences of these problems were the reports of college budget deficits and 
expenditures of capital funds to cover operating costs. Subsequent developments 
indicate that the character of the financial crisis facing American higher educa- 
tion IS both larger and more complex than the simple difference between college 
revenues and expenditures. Buring the course of our research and deliberations 
we identified several dimensions of financial trouble that led us to recommend 
changes m the financing of undergraduate higher education. Among the more 
important dimensions were the following ; 

college costs have grown more rapidly than inflation and will probably con- 
tinue to do so in the future unless very significant improvements in productivity 
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can be made. Our working assumption was that increased support for the coUeges 
. would be limited to (a) offsetting inflation in the economy, and (b) covering 
only increases in costs resulting from higher enrollment. . ^ ^« 

pubUc colleges find it increasingly difficult to secure needed increases in funds 
from state governments that face growing demands from ot^^er sectors 
private colleges find that tuition increases produce diminishing financial yields 
unless substantial changes in their student body characteristics are accepted, 
government support has not been as well directed as it might be toward high 

^^Gi^ln the'^dii^^^^ sought to develop the outlines of a financing system 

that would overcome or, at least, ameliorate the impacts of this continuing finan- 
cial crisis. We sought to identify the social and private objectives thathigher 
education has been seeking to achieve ; the social and private ^'^Jectives that can 
be more fully achieved by alternating the patterns of support ; and the system 
of financing that government support should seek to establish in order to furthei 

^^ilVene?il^^roses are served by higher education. J)ach of them relates to 
individual, institutional, and societal objectives and consequently each therefoie 
serves as a basis for both private and public support Public support policies 
should be carefully designed to maximize ^ achievement of each of these pro- 
grams. The six purposes that underlie the CED's recommended policy are : 

1. Generating and stimulating knowledge and ieanmiflr.— The primary func- 
tions of an undergraduate education are teaching and learning. The generation 
of knowledge and the discipline of the intellect should be the principal orienta- 
tion of college and university undergraduate programs. „ 

2 Provid^g education for the acUevement of speoific sooial oh jeGtives.— Not . 
only does education itself produce publicly-desired outcomes but it creates im- 
portant manpower capacities to achieve other public objectives. 

3. Creating an educated cltize7iry.--The strength of deniocracy in the nation 
depends to an important degree on an educated citizenry. The development and 
Cementation of public poUcy and tiie discriminating intelligence essential to 
civic leadership generally demand more advanced, collegiate education. 

4 Supplying trained men and women.-^Aji important aspect of undergraduate 
education is the training of young men and women in order to increase tiieir 
career performance in business, industry, education and government. 

5. Advancing economic groioth and productivity. ^Momic growth and pro- 
ductivity are important determinants of the quality of life available to the n^. 
Son's citizens. Without the increasing resources that result from educationally- 
induced growth and productivity advances, social and private wants will not be 

""^e"^ jSS"'^^ of opportunitv.-mucKtion beyond high school is an 
important factor in determining an individual's chances of achieving economic 
and social success Quality of poataecondary educational opportumty, therefore, 
UesTZfallfin^^^^ to have a fair chance of moving into the mainstream 

of Americn life regardleas of their family circumstances. . ^ ^ „ 

Each of the six basic purposes can be achieved by a wide variety of public and 
prfvate fiLncing mec^^^^^^ No one mechanism appears best suited for support- 
ing the achievement of all of these goals and consequentiy we recommend a mixed 
sv<item of f undine for both institutions and stnclents. 

TTee crUeria proved useful in arriving at our recommended financing po icies : 
appropriateneBS, effectiveness, and efficiency. A funding ^^^^^'^'I'^l^^^^^^^'P,^^, 
aDPropriate if it directs resources toward agreed-upon goals. It is efEective if it 
moves us toward those goals. It is efficient if, with the resources available, it 
Tes the way that moves us farthest toward our goals. Because of the complexity 
of the hi^er education system, applying these criteria is often more difficult than 

^^SSria indicated that the direct funding of institutions is the correct 
method for furthering the achievement of many of our goals especially toe 
firtt two Education ii, and should be, the principal purpose of undergraduate 
fnstit^Zns The Tost app^^^ mekris of stimulating more educa on-both 
in terns of' quality and quantity-is direct government support of colleges and 
unlve^Uies The effective and efficient means of delivering this support from 
state and local governments appear to be direct grants or appropnations to pub- 
lic iLtUutions based on undergraduate enrollments and programs and direct con- 
tracts with private^^^ the capacity of public institutions is inade- 
quate and private capacity is underutilized. 
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tlt^^lZ^tT""^ renctlons to the OED report have focused on its recommenda- 
tion Uiat tuihon cover fifty percent of instruction cost in publio institutions thV 
vX]"i:."ii^v'T of instructional costs in. public instUu ons wouW 

VKled largely by state and local government support of instiUitions In fnpf ., 

^'thfn'the C%°"' '"^^ Tf'^ "rec^J'Stu^ionaf as- 

sistance within the OED-recommended financing scheme. The National Oommis- 
nmn.^o/''-^ Kniuicing of Postsecondary Education estimated thTa flnanSng 
ir£ f ^'""V" '° recommended by OED would result in 81 percent "t 
state ana local support being in institutional form by FY 1980 ^ 
ri^S^oi^*®™^ ^""^ governments should support the expansion of programs 
designed to produce etlucated manpower necessary to meet specific social goa s 
and solve particular social problems. These programs usuallf need tTbe devel- 
f." k""!/!^ students and consequently government support of Uiese 
programs should be directed to the institutions that provide them. iTbe effecHvl^ 
uess and efiiciency criteria point toward a recommendation for categorical CTante 
for specific manpower development programs in higher education insatS? 
Minimizing the cost of producing additional manpower should be one criterion 
^hnnM^'hi iriiWo^*^ ^'"^t' fn^equently, both public and private institutions 
should be ehgible for such categoncal assistance. Thus, the OED recommended : 
" ^y^'!.™ °^ irederal and state categorical grants to both public and private 
soc ai obf^t^^ef'"^ 'n?^"' educational programs designed to meet parSar 
or p?ivaKants- programs cannot be financed from regular budgets 

The third, fourth and fifth purposes of higher education are ones in which an 
individual's quest for education parallels society's interest in more educatioS 
for higher citizenship, more skilled manpower, and greater economir^owUi 
Given this mutuality of interest, the criteria of appropriateness point towai^ 
government support through direct assistance to students. Student a^istan^ is 
also more appropnate for achieving these purposes because it is more likely to 
encourage colleges and universities to be responsive to the educatTon goals and 
needs of mdividual students. Thus, student assistance is likely to complement 
rather than compete with, the basic desires that motivate individuals toward edii- 
cahon and result in higher achievement of these socially-desired outcomes 

rhe effectiveness and eflaciency criteria for these three goals argue for forms of 

nnyi'^fr*/"^'^"^''?^^'*''"'^^ '° are tafgeted toward s?tidents 

and families whose choices Mil be most infiuenced by support ofCered Evidence 
pr^ented by the National Commission » shows that the impact of Xandal sS^ 
port on student decisions is greatest for those with low family incomes and 
diminishes at higher family income levels. Although they are not based^n b^ 
havioral studies, the financial aid advisory services of both the American cSllegt 
Testing Program (ACT) and the College Scholarship Service (OSS) estim^^^ 
^reasfsfn7aX^ncom^ '° ^""^ ^'^^^"^ increaiertHn! 

Table 1 (below) shows that the current system of supporting students does 
not demand dramatically different proportional support from familierat differ- 
fwi-orT^i^^''^^^-.?^^^''^"^^^ efficiency call for a government assistance 
policy which provides additional resources for higher education rather than one 
replaces private resources that students and families would have pro- 
vided in the absence of government support, u 

^-^l^^Jt^liZxP'^i^^^^^i^^^^i^^^^ ^» United Statea, NCFPE, p. 265 

^x^^f.'^*^^? *° the United States, Chapter 8 Carlson al 
May IDHTdrit?"" National Policies for Financing Post8«co£dar? EdScatloS 
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TABLE L-SOURCES OF DIRECT SUPPORT PER COLLEGE STUDENT i (1971 72/1972-73) 



Reported family income 



Less than $6,000 $6,000 to $12,000 Above $12,000 

Public Public Public 

4-year 4-ytar 4-year 

Public and uni- Public and unl- Public and uni- 

2-year varsity Private 2-year versity Private 2-year versity Private 



Support from— 

Parents $197 $267 $494 $252 $474 $731 $446 $943 $1,716 

Summer and 
term em- 
ployment... 954 801 1. 138 1, 158 1,055 1, 107 1,165 1,039 1,056 

Grants and 
scholar- 
ships 104 301 890 65 200 812 42 71 460 

Loans 96 286 • 434 72 259 491 58 183 323 

Total 3 1,351 1,655 2.956 1,547 1,988 3, 141 1,711 2,236 3.555 



1 Derivtd from "Student Resourco Surveys" conducted by the College Entrance Examination Board. 
3 Totals do not include allocation of indirect government support; e.g.. through income tax deductions for depende nts 
nor support through government benafit programs to families; e.g.. social security. 

The average awards resulting from current grant and sclioUirsbip programs 
shown in Table 1 are both small and relatively-weakly targeted. Approximately 
95 percent of these grants result from government sources of support.'' 

In order to be effective student grant programs need to be carefully deaigned 
and easily understood by prospective students and their families. The federal gov- 
ernment's existing predominance in student assistance should make its programs 
the basis on top of which state student assistance piograms are built. Because of 
the generally small and undeveloped character of state student assistance pro- 
grams,* we recommend that increases in tuition in public iusfeitutions be phased in 
over a period of five to ten years. This time period will allow the recommended 
state student assistance i>rograms to be fully funded and operational, before the 
full impact of the recommended tuition increases is felt. 

'In order for student assistance to haveii maximum efL'ect on students from low 
income families and to have a minimum influence on decisions of unassisted stu- 
dent-s, students and families from all income levels must have access to loan funds. 
Table 1 shows that average support from loans is currently small and relatively 
constant across income groups. If middle- and upper-income students and families 
are to finance a greater share of their college costs, as we believe appropriate, the 
loan 'market must ensure that these families as well as low- and moderate-income 
families "have access to capital. ConsefiiienMy, the OED recommendei] : 

... an expanded federally operated student-loan system to provide students 
and their families access to supplemental funds. 

The sixth purpose of higher education is equalization of opportunity. In spite 
of increasing discussion and agreement on this goal, and the frequent justification 
of current government financing policy on the basis of furthering it, the enroll- 
ment rates of low- and moderate-income students have remaiued far below those 
of students from higher income families and the disparities have not been reduced. 
This pattern, presented in Table 2 (below), shows that college enrollment rates of 
18-24 year olds is more than three times higher for those from families with in- 
comes of $15,000 or more than for those from families with $5,000 or less. 



» ♦•Financing Poatsecondary Edncation in the United States," NCFPE. page 0. 

* The National CommiBsion on the Financing of Postsecondary Educntlon estlniatpd 
that only $348.2 million of state rcBourees was allocated to student assistance in 1072-7^5. 
•'Financing Postsecondary Education in the United States," NCFPE, page 96. 
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TABLE H.-PERCENT OF PRIMARY FAMILIES IN SPECIFIED INCOME GROUPS WITH DEPENDENTS ENROLLED FULL 

TIME IN COLLEGE 1 

[18- to 24-year-old dependents only] 





Percent with full-time 




•nrollees 


Family Income a 


1967 1972 


Below 




$5,000 to $15,000 I . 




Abovt $15.000 _ 







I Derived from U.S. Burtau of tht Census, P-20, No. 260, p. 5. 
« Incomt in constant 1972 dollars. 

There are many reasons for this pattern of enrollment rates. Mrst, the prin- 
cipal mechanism that society has used for increasing the enrollment of low- and 
moderate-income students— i.e., low cost pubUc institutions— is extensively used 
by higher income students. Table 3 (below shows that 44.9 and 65.8 percent of 
the freshmen at pubUc four-year coUeges and universities, respectively, are from 
famiUes with incomes above $15,000. Thus, the principal existing mechanism of 
assisting low^r income students provides significant quantities of resources to 
higher income students. 

TABLE 3.~INC0ME DISTRIBUTION OF FRESHMEN IN PUBLIC INSTITUTIONS! (FALL 1973) 

{In perctnt] 



Family income colleges colle^gls Unlversillis 



Less than $6.000 ' 15 4 in ? k 9 

$6,000 to $8,600 \ 8 2 I'l \o 

$«,000 to $10,000 :. : 10 6 8 4 fiA 

$10,000 to $1^,000 \. „: 

$15,000 to $25 000 24 0 31 1 l\ \ 

More than $25,u00 ' 9 q \^ \ ^ 



22.5 



Un&'Vf cSlfornla^Los'An^^^^^^^^^ '^"'""""^ '''' 1973." American Council on Education 

Equality of educational opportunity can conceivably he achieved in several 
ways. College costs for students who could not otherwise enroll can be reduced 
through (1) general grants to institutions, whether based on enrollment or on 
some other criterion; (2) grants to institutions based specifically on enrollment 
of low- and moderate-income students; or (3) direct grants to these students. 
Which funding mode vrtll most efficiently support the goal of eaualizinff 
opportunity ? 

General grants to institutions, the most common form of aid, can result in 
any of the follovrtng: an increase in institutional quality without an increase in 
tuition, a general reduction in tuition for all students, or an institutionally admin- 
istered selective reduction in tuition for low- and moderate-income students. Only 
if the latter result occurred would the advantage of public support be distributed 
in terms of need. For this reason we prefer the method of direct aid to low- and 
moderate-income students. It ensures that public resources will in fact lower 
the personal cost of college attendance for the grant recipients. A program of 
grants to low- and moderate-income students can effectively concentrate public 
resources on the goal of equaUty of educational opportunity and at the same 
time provide additional support for the coUeges. Because tuition typically does 
not cover the full cost of education, we believe that direct student grants should 
be accompanied by institutional grants to cover a part of the additional cost 
incurred by the enrollment of students receiving grants. 

The way that present government support (plus endowment support) is applied 
to various income groups is shown in Table 3a. Subsidy per student is virtually 
the same — between $1,000 and $1,100 — ^for family Income groups of less than 
$5,000 up to $25,000, and even for students from fandlies with more than $25 000 
income the subsidy is only slightiy less— ^806. Clearly, vast amounts ($2.3 biUion 
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to students from families with incomes over $15,000) are being provided to stu- 
dents who would attend college without subsidy, and those needing the most 
help get no more than those who need little or none. 

TABLE 3A.-DISTRIBUTI0N OF HIGHER EDUCATION SUBSIDIES 
COMPARISONOFCURRENTSYSTEMOFLOWTUITIONSIN PUBLIC INSTITUTIONS WITH CED RECOMMENDED GRANT- 
TUITION POLICY (1973-74) 



Subsidies ^ resulting from Subsidies resultini from 
low tuitions In puWic targeted grants and H 

Number of institutions cost tuition 

under- z~~r Z "77 

graduates TotaP Average per Total Average per 

Family income (thousands) (millions) student (millions) student 

Less than $5.00a. 773 5837 51, 083 M,309 $1.M3 

S5.000 to $7,500 751 802 1,068 1,174 1,563 

itefe!^::::::::-::::- '-fi '^l ''"^ 

Total 6,738 6,900 1,030 6,900 1,030 

» Subsidies total was derived from the average Instruction cost minus tuition for students In Public instKutions multi^ 
plied by the number of students in public Institutions. They therefore include both government support and support from 
tndowment. 

The same total amount of subsidy, if distributed according to our recommenda- 
tion of targeted grants to students on the basis of need, coupled with an In- 
crease in tuition to one-half of Instruction costs, would greatly increase aid to 
students from low income families and reduce aid to those from higher income 
famiUes. Table 6 in the Appendix shows how college costs for students from 
various family income classes would be affected. i„4.^>, „ >i 

On the basis of this analysis, the importance of these education-related and 
equality of opportunity goals, and a desire to encourage institutions to be more 
responsive to student edi>cational objectives by making financing more related 
to student decision, we recommend : • -i *.y^^^,.^y^ 

. . -that federal funding to undergraduate education be primarily through 
grants and loans to individual students in accordance with their abiUty to pay. 

. . that the funding pattern of state governments place P^o/e ^fP^^^is on 
grants and loans to students according to the same criterion, but that the states 
have a wide range of choice between direct student support and support of 

^""'ThTshm to increased federal and state funding through direct student aid 
instead of funding by grants to institutions would alter the support patterns and 
tuition reauSements of individual institutions. If their tuitions remain un- 
hanged S^^^^ not recapture the amount of institutional support 
Sev maVTose as a ^^^^ of the shift of funding. Thus, as resources are shifted 
/romSJXn^^^^^ assistanH colleges will have to increase their tui^ 

^'iTS^'a^st^^^^^ targeted toward low- and moderate- 

inJLe Sn?s,^t^^^^^^^^ increases will be significantly smaUer ^ 

^e average grant awards because unaided higher income students wi 1 also be 
navinrmlher chaig^ tuition increases coupled with targeted student 

aw' -^^^^^ in increases in institutional revenues.. We estimate (in 

ippendi^ Tabl^^^ that the total college support could be increased by $2.5 

A'sSdTea™^^ tuition and fee charges is to redistribute the 

evituarburdefof^^^^^^^ support from federal and state taxpayers 

eventual uiuueu ""f i^ci . fnmiliGq who have greater capacities to 

toward greater source of revenue and .if 

nues of colleges mu aejuine ^ , government support becomes 
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Consequently, we recommend ; 

... an increase in tuitions and fees as needed until they approximate 50 percent 
of instructional costs within the next five years. For two-year community and 
technical colleges, the increase should be phased over ten years. Most of the 
tuition increase may be expected to occur in the puolic sector. 

In summary, the OED recommendations are desagned to : 

increase revenues to higher education by targeting public support and bv in- 
creasing support from those students and families who have greater abilities 
to pay. 

increase the capacity of students and families to pay for higher education by 
ensuring access to higher education loan funds. 

increase the achievement of impoi-tant public objectives— e.g., eciuality of oppor- 
tunity—by targeting public resources appropriately, effectively, and efficiently 
toward their achievement. 

If implemented as a package, the recommended changes in financing would ac- 
complish these aims. 

Appendix 

Perhaps the best way to understand the impact of tlie OBD reconmiended pack- 
age of institutional grants, student assistance, and tuition increases is to ex- 
amine what changes they would cause if implemented, in full, during a particular 
academic year. Table 4 shows the tuition levels in pfublic institutions which would 
result in 1{>73~74 from increasing tuition to 50 percent of instruction cost. Given 
that the remaining 50 percent would be provided by gifts and endowment), Table 
4 also shows the average amount of institutional support per student that public 
institutions would receive. Tuition and institutional suppoi-t will have a strong 
relationship to instructional cost if the CBD recommendation is followed, 

4.-EFFECTS OF RASIING TABLE PUBLIC INSTITUTIONS' TUITION AND FEES TO 50 PERCENT OF INSTRUCTIONAL 

COSTS.i 1973-74 

2-year 47ear3 Untver- 

colleges colleges sitles 

Estimated instructional cost per undergraduate student %\, 418 SI 727 $2 344 

Tuition and fees equal to 50 percent ofcost . 709 '864 l' 172 

Average actual tuition and fee ciiarges I 251 411 '565 

Increase in tuition and fees required to bring level to 50 percent of cost 458 453 607 

1 Sources; Carnegie Commission, "A Supplemental Statement to tiie Report of tiie Carnegie Commission on Higher 
Education on 'Wlio Pays? Wlio Benefits? Wlio Siiouid Pay?' " IVIar. 1974. Carnegie Commission, "A Classification of 
institutions of HIgiier Education," 1973. Sucliar, et al., "^'Student Expenses at Postsecondary Institutions," colleie 
entrance examination board, 1974. « 

> includes comprtiienslve universities, coinprefiensive colleges, liberal arts colleges. ' 

Table 5 shows that $2.48 billion in additional tuition and fee revenues would 
result from these increased charges. If these resources allowed an equal quantity 
of additional federal and state resources to he allocated to student grant funds, 
these funds could be distributed in several alternative patterns. Three poten- 
tial grant patterns are shown in Figure 1."^ 

Pattern A is a grant program highly targeted toTi/aru low and moderate-iueome 
students. Pattern B* results in lower awards fOr lower-income students and 
extends eligibility for grants to students whose families have $15,000 incomes. 
Pattern 0 extends eligibility to students from (^17,500 income families. Each of 
the alternative grant programs would cost approximately $2.48 billion. 

"The patterns In Figure 1 are ^ased on the assumption that no enrollment ch!ino:*s are 
induced by the tuition Increase and student grant policy. Clearly this assumption is 
wrong. Nevertheless, the patterns provide a rough estimate of alternative grant vs 
income systems. 
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TABLE 5.-INCREASES IN REVENUE RESULTING FROM RAISING PUBLIC INSTITUTION TUITION ANO FEES TO 
50 PERCENT OF INSTRUCTIONAL COST, 1973-741 



Resulting 

Undirgraduale Tuilion gross revenue 

enrollment increase increase 
(thousands) per student (millions) 



2-yr collegts.. 
4-yr colleges.. 
Univirslties.. 



1,763 
1,705 
1,483 



$458 $807 
453 772 
607 900 



Total increase in revenui (rounded).. 



2. 480 



» Derived from Carlson, et a!., "A Framiwork for Analyzing National Policies for Financing Postsecondary Education, 
May 1974 (draft), and Bureau of the Census, P-20, Number 260. 

J Fiquro 1 

PATTERNS OF GRANT AWARDS 
UNDER ALTERNATIVE GRANT PROGRAMS 

(each costing $2.48 bUXion) 

(X973-74) 
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TABLE 6-IMPACT OF RECOMMENOEO GRANT PROGRAM ANO TUITION INCREASES ON PAYMENTS BY STUOENTS 

(1973-74)1 







Net change in payments to- 




Family income 


Public 2-y«ar 
collages 


Public 4-y«ar 
colleges 


Public 
universities 


Private 
undergraduate 
institutions 




. ... -$537 

^288 

-40 

. , +209 

+458 


-$542 
-293 
-45 
+204 
+453 


-$388 
-139 
+ 159 
+358 
+607 


-$995 
-746 
-498 
-249 
0 



Assuming option B grant program. 
42-884—75 10 
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Mr. Eberle. Mr. Chairman, let me start by saying that the CED 
is made up of trustees who are heads of larger companies as well as 
small companies and we took on this project for what we considered 
to be good and valid reasons. 

Many of, pur trustees are. trustees of both public and private cqI- 
leges. We know that education contributes to productivity more than 
almost any other factor. We felt that our expertise is in the manage- 
ment and financing of colleges. We felt that we should take a hard look 
to see if we could be of help. 

I might add the CED has done five previous statements on education. 
This is not a new field for us. Although I will be directing my com- 
ments today to the financial side, in the report we made public a year 
ago, half of it emphasizes the need for improved management. 

If we can have improved management in our institutions it will 
help control the rising costs. 

In the policy statement our objective was to recognize that we 
wanted to have quality education in this country, and to see how we 
might help improve both the financing and management of colleges. 

It didn't take us long to identify some of the problems. It became 
very clear that there were serious financial problems. Not only were 
the public schools and universities beginning to have more and more 
difficulty in obtaining funds from the legislatures, but the legislatures 
were, in fact, questioning the overlapping of the various systems 
under their programs. 

On the private side we found substantial college budget deficits, 
and on both sides we found capital expenditures being used, capital 
money being used to offset operating income. 

All of this pointed up a very serious problem because when we made 
this report it was before we had double digit inflation and the costs 
were rising at double the rate of inflation then, and you could fore- 
see the tremendous change that was going to take place. 

It became clear that with college costs growing at twice the rate 
of inflation the chances of really making great improvements may 
be small. 

We made several assumptions; one is that the increased financial 
support for colleges will be limited to offsetting inflation in the econ- 
omy and covering increases in costs resulting from higher enrollment. 

It became pretty clear. In 1967, the part of the GNP going to 
higher education was 1 percent. In 1972, it was 2.7 percent, a very 
substantial increase. If you simply keep up with inflation and the in- 
creased students, not in percentages but actual numbers, it is going to 
take quite a bit of more money just to do that. 

We also noted that the increased difficulty in obtaining fimds, both 
public and private for colleges. We tried to identify the objectives 
of a financing system wiiich would improve the situation. 

We came up with six general purposes of higher education. The 
first was generating and stimulating quality Iniowledge and learning. 
The second was providing education for achievement of specific so- 
cial objectives. 

The third was creating an educated citizenry. Fourth is supplying 
trained men and women for whatever their avocation or profession 
may be. 

Five, advancing economic growth and productivity, and sixth, in- 
creasing the equality of opportunity. 
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Here I might add the equality of postsecondary educational op- 
portunity is' essential if individuals are to have ti fair chance of mov- 
ing into the mainstream of American life regardless of their tamily 
circumstances • 

We took these six basic objectives and then we said, "How do you 
propose a financial system that will fund it and give better funding 
and, at the same time, cany out Ithese objectives in an a^ppropri^te, 
effective and efficient way?" . ^. ^ t x 4. 

It was very clear that ithe criteria indicated that direct grants to 
institutions was probably the correct method for the achievement of 
many goals, p articularly the fir^ two I mentioned. . . 

On the other hand, the effective and efficient means of delivermg 
support from State and local governments on a direct grant or appro- 
priation to pulblik) institutions ibased on undergraduate enrollment and 
programs and diredi contract with private institutions may be better 
where you can give the grants to the individuals. 

The €ED report has 'been criticized primarily ibecause of the rec- 
ommendation that tuition cover 50 percent of instructional cost. And 
lot me point out here that we made no judgment as to the difference be- 
tween how much the students and parents should pay land how much 
the society should pay. . . , 

But let one remind you that 50 percent of iiistructional cost is about 
35 percent of total cost of education, so that even if one-third were 
^ being paid by students and parents through tuition, together with some 
individual subsidy, there remains two-thirds of the cost of college ed- 
• ucation which is being paid for by society in general. , -r. 

As we began to work on a plan we discovered that both the Federal 
and State supports have been primarily in form of institutional 
grants. We are proposing here that we move grants from the Federal 
Government from the present institutional grants to individual grants. 

Such a change would allow more equality in the system because it 
oives more flexibility to those with lower incomes to enter the system. 

And second, it brings about, as it did with the GI Bill of Rights 
after World War II, more choice for students. They can select their 
colleges and there would be more market opportunity for the schools. 

We make no distinction between public, private or the vocational or 
profit schools because in developing a program of total education you 
need all of these schools to give the diversity you need. 

In doing this, we have proposed a number of different recommenda- 
tions we think will be helpful. First of all, the money that is now 
going to support education to students, according to the National Com- 
mission evidence, shows that the impact of financial support on stu- 
dent decisions is greatest for those with low family incomes and di- 
minishes at higher family income levels. 

And although they are not based on behavioral studies, the financial 
aid advisory seiTices of both the American college testing program and 
the College Scholarship Service estimate that student and family ca- 
pacities to pay for higher education increases as the family income 
increases. 

Table 1 in the full testimony shows that the current system of sup- 
porting students does not demand dramatically different proportional 
support from families at different income levels. Almost regardless of 
family income range the support remains approximately the same. 

Er|c 14 o 
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The average awards resulting from current grant and scholarship 
pi-ograms shown in this table are both small and relatively weakly 
targeted. Incidentally, 95 percent of those grants result from Govern- 
ment sources of support. 

In order to make an effective student grant progi-am work the pro- 
grams must be carefully designed and easily understood by prospec- 
tive students and their families. We think that because of the generally 
small and undeveloped character of State student a.ssistance proo-rams, 
we recommend that the so-called increase in tuition in public institu- 
tions be i)hased in over a period of 5 to 10 years. 

In saying this we also recommend that as the higher tuition is 
brought in that it be done at the same time as student loan funds be- 
come available. They must go hand in glove. 

I might point out that what we are 'suggesting hei-e, at the end of the 
full phase-in of increased tuition, again, at 1972 levels, we are talking 
about an increase of about $500 per year per student 

Over 4 years of college we are talking about a $2,()00 inci'ease Of 
course, there is a great deal of comment that this is going to hurt the 
middle-income people. We recognise that what was muldle income 
2 ycai-s ago may not be middle income today. 

^"/J'^^oT..^"^"'^^^ ^ ^^'""^ '^'^^''^^ ^''^ t"ll^'i"fJ iibout here is 
roughly p,000 plus or minus, depending upon the school the student 
selects. Based upon an economic study of what a college education can 
do toi' an average individual student as compared with a student who 
goes through high school, the study shows that it increases their amiual 
earnings from between $1,500 and $3,000 per year throughout their 
entire lifetime. ' 

What we are talking about hero in increased" tuition is somethincr a 
little over 1 year s increased earnings that would be charged and have 
to be paid back. In order to have the maximum effect here we feel that 
when the grants are given to students they must reach students whose 
tamilies have lower incomes who are the most unassisted today. 

As a result of this we have made a number of recommendations; 
hrst, an expanded federally operated student loan system to provide 
students and their families with sources of supplemental funds 

We thinlc in this way, that with increased tiiition voii not only "-et 
more funds nito the system but you provide a method for families'^to 
pay for tuition. 

To make the point I simply call your attention to table 2 which 
shows that students in the 18-to-24-yetir--old bracket in families with 
mcotnes of $15,000 or more are three times more likely to be in colle-re 
than those students from families with $5,000 income or less 
T .T-"i '^^^'7^'^ fcli.ink we need this targeting on a more direct basis. 
1 think it IS interesting to note that in our table a, showino- whore the 
students came from you will note that for present students well over 
half of them are from families of $15,000 of income or more 

What IS happening today is that students who have hio-her family 
resources are still taldng advantage of the lower tuitions in the public 
schools so you get a double kind of subsidy here. 

Equality of educational opportunity can conceivably be achieved 
Ml several i\1iys College costs for students who could not otherwise 
enroll can be i-educed through general grants to institutions, whether 
based on enrollment or on some other criterion or by grants to institu- 
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tions based specifically on enrollment of low- and modevate-iiicome 
students, or through direct grants to these students. Which funding 
mode will most efficiently support the goal of equalizing opportunity? 

The question of which funding mode would be most efficient was 
considered in our study. We concluded that general grants to institu- 
tions, which are the most common form of aidj could result in three 
•different things. 

It could result in an increase in institutional quality without an 
increase m tuition, a general reduction in tuition for all students, or 
an institutionally administered selective reduction in tuition for low- 
and moderate-income students. 

Because this could be used in so many different ways we really 
concluded the most efficie^i^tjmd efi'ective way was to move a substan- 
tial part of the Federal grants from the institutions to the individual. 

If you look at table 3a and note that the subsidy per student is 
pretty much the same — between $1,000 and $1,100 — for family income 
groups of less than $5,000 up to $25,000, and even for students from 
families with more than $25,000 the subsidy only drops to about 
$806. 

Cleai'ly, vast amounts of money would be needed if we are going to 
provide all of this money to all of these students. We noted that a 
subsidy of $2.3 billion for students from families with incomes over 
$15,000 is a very high figure and if you are going to simply add to 
tliat, that is wliy we came back and said the Dest approach we 
thought — and we' are not locked in at the $12,000 or $15,000 level be- 
cause when we made the study $15,000 looked like a real breaking point. 
Today it may have to be somewhat higher. 

The fact remains that there is I'cason, under our system, where tliei'c 
is limited money and tremendous demands upon all Federal and 
State funds, to find a way to bring more money into tlie system, and 
that is why we recommended that individual grants be made and that 
tuition be increased. 

I might point out that there is some shift in resonrces here. The 
shift in resources we liave recommended allows a lot of flexibility. You 
had about 70 percent institutional grants and 30 percent individual 
grants. We feel that there is ahvays a place for the institutional grants 
and that it should bo ai'ound the minimum of 30 to 40 percent, and 
then, depending on the situation, the balance could be used for the 
indi^ddual grants. 

What this amounts to is that as resources are shifted from institu- 
tional to student assistance dii'ectly colleges will have to increase their 
tuitions to maintain or iiuM'case their revenues. 

In other words, if colleges are to attract the tuition from these in- 
di^^iaual grants thev will have to raise it, and as they raise tuition 
to offset the drop in'^institntional grants they will get more money be- 
cause there will be more money coming into the system. 

You would have the same Federal funds coming through individual 
gi'ants but you would attract more funds from the private and the loan 
sectors which could be used to fund the higher tuition. 

We estimated, as in oui* tabic 5, that the total college support could 
be increased by $2.5 billion per year through this system, and we think 
this can be done in a way that will give equal opportunity and not 
jeopai'dizo the oj^poiiunity of students to go to college because of the 
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inci-eased cost because you siniply raise the opportunity to borrow 
funds for those people who need it. 

And you are taking the opportunity for those families with higher 
incomes to help contiibutc to the system, still iwognizing that well 
over two-thirds of the total cost of education will still be paid for by 
society even under our program. 

So, in summary, the CED recommendations are designed to increase 
revenues to liigher education by targeting public support and by in- 
creasing . support from those students and families who have the 
greater ability to pay ; 

Second, to increase the capacity of students and f amili,;3 to pay for 
higher education by insuring access to higher education loan funds j 
and, three, to increase the achievement of important public objectives; 
equality of opportunity by tar^ting these public i-esources effectively 
and efficiently toward their achievement. 

These three goals go hand in glove. We don't increase the tuition un- 
til the loan fimds have come up so there is no basic hardship in this 
kind of program. I think that covers the subject generally. I think there 
are a couple of short comments from each of my team. 

Ml*. Ifeal, I think you wanted to make a sliort comment. 

Mr, JTe^njj. Mr. Cfliairman, when we completed this policy statement, 
in fact, before it was published, we felt we ought to market test it so we 
set up meetings in five different regions of the country ; Boston, At- 
lanta, Denver, Chicago and San Francisco. 

To these meetings we invited members of the boards of trustees of 
colleges, the executives of colleges, members of the faculty and stu- 
dents. These meetings ran between 100 and 150 people. Each meeting 
.took a day and a half. Virtually one whole day was filled ^vith the dis- 
cussion, by workshops of about 20 each, of the proposed policy state- 
ment, or, as time went on, it became the issued policy statement. 

I thought 3^ou might be interested in what this very careful con- 
sideration in these various groups resulted in in terms of the dis- 
cussion groups' support or lack of support of the financial recom- 
mendations, particularly as it relates to this committee's work. 

It is precisely the package that Mr. Eborle has just described, Tliis 
looks like a fairly close election so far as these groups were concerned. 
On a block-vote basis we had nationwide 18 of the groups iii favor 
of the financial recommendations. We had 9 groups opposed, but we 
had 14 groups undecided. 

jMr. McjMrimTx. Mr. Chainnan, I was very pleased to comment on 
two or three things which ]\[r. Eherle has already referred to. I am par- 
ticularly interested in calling attention to what the CED report docs 
not recommend because there are certain emphases that are made so 
strongly in it that one can easily get a wrong impression. 

Mr. Eberle has already made this point but I would like to re-empha- 
size it, that the report does not recommend an increase in tuition in ad- 
vance of the inci -ease in the ability of prospective students to pay that 
tuition. 

The thmst of the report has to do with getting money into the hands 
of students in order that the students would be able to pay for their 
education. It is not a report that is geared primarily to the increase in 
tuition. 

It is geared to equality of students and making it possible for uni- 
versities and colleges to pay their expenses and to maintain and 
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achieve high quality. But the increase in tuition is intended by the CED 
recommendation to follow and not precede the establishment of the 
ability of the students to pay the bill. 

I would like also to re-emphasize a point that Mr. Eberle has men- 
tioned on the matter of cutoff points for Federal grants and loans to 
students. The CED is very flexible on that point and, as a matter of 
fact, it is about 2 years now since the committee talked in terms of a 
$12,000 cutoff point in loans. 

My own feeling is that if the committee were now discussing this 
issue the figure would be considerably higher and, at no time was 
it intended that this be taken as a kind of mflexible cutoff point. 

Another matter is the question of institutional ^ants. I personally 
am strongly in favor of the preservation of institutional grants for 
colleges and imiversities, and there is no intention in the report, 
though it has sometimes been interpreted in this way, to get rid of 
institutional grants. 

The emphasis of the report is that Federal money for colleges and 
students, quite apart from money for such purposes as research, that 
Federal money be placed primarily, not exclusively, but primarily in 
the hands of the students, and then the States might very well move 
more of their money into student hands rather than to follow institu- 
tional grants as a format. 

But there is no suggestion here that States do away with institu- 
tional ffi-ants. Quite the contraiy, it is assimied that institutional 
grants be continued and the extent to wliich States may increase grants 
to students would be a matter of the discretionary policies of the States, 
a matter of the habits of the States in the financing of institutions. 

The repoit, for instance, recognizes that in some parts of the coun- 
try there is more of an inclination in one direction than in another. It 
takes all of that into consideration, so that it would be in error to sup- 
pose that the CED report is an attempt to get rid of institutional 
grants. . 

Another thing that is worth noting, it seems to me, is that the CED 
policy statement has to do entirely with undergraduate education and 
m discussing the costs of instruction, the costs of instruction referred 
to here are the costs of imdergraduate instruction, and do not include in 
any sense the costs of graduate instruction, which are much greater. 

And these discussions do not include the other educational costs, 
including such matters as moneys for research. One or two other items, 
Mr. Chairman ; I am personally not an economist and a large number 
of economists have worked on this as you well Icnow and have been in- 
volved in interpretation of this repoit, comparisons of it with other 
recommendations. 

It is my impression that the differences in many cases here are due to 
differences on assumptions with regard to the economy, as to what the 
present state of the economy is in terms of the ability of the Nation to 
finance higher education and what the future, both the immediate 
future and the long-term future, is likely to be. 

I would say that the Committee for Economic Development has 
taken a comparatively conservative view of the situation from both the 
standpoint of expansion of institutions in terms of enrollment and 
finance hiirher education and what the future, both the immediate 
ate future in relation to its ability to finance higher education. 
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There is a general assumption here that if higher education is to 
have the kincTof money that it needs to acliieve higher quahty and 
maintain the quality that it now has, it is not going to get it imless it 
gets it by the route that is here recommended. 

I am well aware that some highly competent economists would make 
a totally different assimiption, but I think that the differences that you 
are likely to find between the various recommendations that are being 
made are due not totally, of course, but certainly in part to the differ- 
ences in these assumptions. 

I might simply mention also that the report that you have before, 
you in Mr. Eberle's testimony has some upgraded statistics that 
will not be found in the policy statement. Mr. Mundel may care to 
comment on it.-So it would be rather important that you recognize 
the new statistics since it is several months since the original policy 
statement was produced. 

Thank you, Mr. Chairman. 

Mr. O'flAKA. Thank you. 

Mr. Mundel. 

Mr. Mtjndel. I think, first of all, to correct a small wording, the 
statistics are updated. I am not sure they are upgraded. 

Mr. ]\IcMuRRiN. I meant to say updated. I am sorry. 

Mr. Mundel. I think three points should be mentioned to comple- 
ment the comments of my colleagues. 

First, the tuition, and especially the financial aid recommendations 
tliat the CED has made have not been simply targeted toward low- 
income students. Throughout the analysis of the initial report and 
the subsequent analysis which is in the appendix of the testimony 
we carefully targeted money toward low- and moderate-income stu- 
dents, increasing the eligibility of grant funds up to what we judge 
or \vhat we think about as something in the middle class. 

Second, with regard to institutional support, even if all the rec- 
ommended tuition increases were allocated into tuition supplements 
or student financial aid, if all the additional $2.5 billion had been 
allocated that way, some estimates by the National Commission on 
a report on a model of our proposal' describe that fully 81 percent 
of the State and local support for higher education would continue 
to be allocated in the form of the institutional support. 

Approximately 8 percent^ of State and local revenues are now 
allocated tovwird student assistance. Under our recommendation that 
would increase to 10 percent, a substantial increase. I3ut institutional 
assistance would still remain the predominent characteristic of State 
and local support to institutions and to higher education as a whole. 

Third, in terms of adequacy of financial support for the sector as 
a^Avholc. let me quote from a report by the American Association of 
T"ni\'ersitr Professors, looking at the state of the economy in the sector 
as n whole : 

The intorestinff implication of the Cfxvnegle and CED approaches — 

That is, tuition increase and targeted student assistance — 

i? that each doUar of fax revenue channeled throupch student aid wiU ^?enerate a 
p:reater total flow of funds than the tax dollars distributed directly to institutions. 
A slower growth of snhsidies that cro direotly to institutions requires higher 
tuitions, hence, a greater contribution by the families of students who do not 
receive grants. 
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In the view of some of us who have looked at the vai-iety of reports, 
this increase in revenues is not the result of depression or a hold 
steady mentality tiying to cut support for the sector. 

I think that is an iinix)rtant consideration in deciding on tlie im- 
plications of this sort of report versus other kinds of financial schemes. 

Mr. O'Hara. Thank you very much. 

In your report, table 5 shows $2.48 billion in additional tuition rev- 
enues would result from these increased charges if these resources 
were allowed in an equal quantity of additional Federal and State re- 
sources to be allocated to student grant fimds, and tliese funds could 
be distributed in several alternative patterns. Three of them are shown 
in figure 1. 

Pattern A is a grant program liighly targeted toward low- and 
moderate-income students. Pattern B results in lower awards for low- 
income students and extends eligibility to^ students from $15,000 in- 
come families, and pattern C extends eligibility to students from 
$17,500 income families. Each of these cost $2.49 billion. 

Assuming how many students, and so forth? 

Mr. MuNDEL. Those cui^es are based on the assumption, admittedly 
inadequate, that the eiTrollment of students in these various income 
classes in fiscal year 1973-74 would remain the same. 

If thesQ programs had their desired effect and the enrollment in- 
crease among the students who would face net price decreases there 
would be more students. The grant progi-ams or the total amount of 
the grants you could give to any student would decrease proportioii- 
ately by the tuition and fee revenues of the institutions, given the 
increase in enrollment, would also increase. 

Mr. O'Hara. But these three alternative grant programs which show 
grants ranging from alx)iit $850 up to $1,300 for the lowest income 
indent, are all based on the .hypothesis that not a single additional 
student would be attracted into higher education, 

Mr. MiTXDET.. Those particular curves ai'e based on that hypothesis. 
That is not hypothesis we would believe holds true. We just didn't 
have the capacity to do the eni'ollnient projects accurately enough. 

Ml*. O'Hatu. Xnd if you did atti'act moi'e than these figures it would 
all come down, the amount pei* student? 

lSh\ MrxDKL. If the size of the grant program, $2.5 billion remains 
constant and you follow that sort of curve then the grants in each of 
the income group would increase as there are more kids over whom 
that money is being distributed. 

Mr. OTTaua. Table 6 shows, assuming the same set of assumptions 
and using option B, which would apparently envision possible eligi- 
bility up to $15,000 family income. It would still result, according 
to table 6, if T make it out oon^ectlv, in an increase in cost to families 
between $12,500 and $15,000. 

Mr. MuxDEL. If the only grant and aid programs that existed 
for the State and local grant progrnms financed by these increases 
in tuition and resulting increases in institutional support, that would 
be true. 

But, given the cuiTent changes in Federal authorization and alloca- 
tion policy there are grants in all programs which would effect those 
students and not cause these tuition increases to be as high as they 
appear. 
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Mr. O'Hara. That is introducing another element into <the thing. 
You would say, yes, under our proposal, just looking at it alone. But 
if someone were to come along and try to make up for the deficiencies 
in our proposal then it wouldn't be true. 

Mr. MuNDEL. That is not really the case. In fact, our proposal is 
both to increase the allocation of state and local money in to direct 
student assistance and to help Federal resources go predominantly 
through student assistance. 

They do already. Table 6 only includes the effect o^ the State and 
local resources. We recommend that it doesn't include the traditional 
Federal sources. 

Mr. O'Hara. If we assume no change in the Federal program and 
most of the Federal money already goes out to direct assistance, very 
little other than that, even the pattern of one of your more generous 
proposals would be to increase tuition starting at around $10,000, 

It is hard to figure that out. It is somewhere between $10,000 and 
$12,500, the increased -total cost, even though you might be eligible 
for a grant. In the end it will cost you more, except at private under- 
^aduate institutions, where it would cost you less, of course, in all 
income categories. 

But in the last one there there would be no difference. 

Mr. MuNDEL. I think that is true as long as the targeting of stu- 
dent grants, which we showed in table 1, remains essentially flat across 
the income of students. Eemember that the grant and scholarship 
money in table 1 is 95 percent Government and given the distribu- 
tion between Federal and State allocations to student assistance, 
grant and scholarship money in that program is really primarily 
Federal. 

If that money remains allocated, as it has been, I think the in- 
ference is true that people in this income group would experience 
increases in their net prices, but we have also said that that money 
should be more targeted toward the same sort of people toward whom 
State and local resources would be targeted. 

And if the Federal change occurs simultaneously with the State and 
local changes, it is our prediction that people in this income group 
would not face net price increases as a result of our package of Fed- 
eral-targeted, State and local targeted and increases in public institu- 
tion prices. 

Mr. O'Hara. I think your recommendation is really one directed 
almost entirely at State governments, as I understand it. In effect, 
you say, reduce institutional support and shift the funds into student 
assistance. 

Eight now. Uncle Sam isn't really engaged in the business of institu- 
tional support. I guess the people you are really talking to are the State 
governments and local governments, who are the ones that support the 
pitblic univei-sity system. State college system, the community college 
system and so forth. 

What institutional support would you suggest Uncle Sam drop in 
order to move into more student -assistance? 

Mr. EiiERLE. I don-t Icnow that we are recommending that. I think 
there is a major side to the Federal change and that is to broaden the 
student loan programs so that as the States make their shift to grants 
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and the tuition gradually goes up that money is available -and pulls 
into the system these additional dollars. -, ■ ^ ^^ ■ f 

That change, plus the change that Professor Mimdel is talking about, 
and that is the targeting of the student grants themselves on the Fed- 
eral side, would move and bring more of this money m and, at the same 
time, give equality, so it takes the Federal system to start to move to 
bring about the change at the State level. . . i, i. 

Mr O'Haka. Of course, we have already. We enacted, subsequent to 
vour report, between the time you issued your report and the time you 
appeared here, the Congi-ess did 'adopt legislation that liberalized the 
loan progi-ams making it possible for students from families having 
adiusted family incomes of less than $15,000, ^Vluch worked out for a 
family of four to an adjusted gross of $20,000, to make a guaranteed 
loan with interest subsidized without determination of need. 

Mr Neal. Mr. Chairman, could I pay a compliment to most ot the 
members of your committee. Wlien you say our program is addressed 
primarily to State and local, it is because of the wisdom of the Congress 
m passing the educational opportunity grant program, which fol- 
lows exactly the lines we are recommending here. . 

I would like it to be noted we think vei^ highly of the decisions you 
people have made. ^ . . , ■£ 

Mr O'Haka W" are looking at those decisions now to see at we are 
doint^ the most effective iob possible, which, of course, is the reason you 
are here. But, I would like to say one of the reasons it was possible for 
the Federal Government to make the kind of decision that was made to 
concentrate assistance to liigher education and student assistance was 
because most of the States had provided a foundation of low-cost pub- , 
lie higher education upon which such assistance could be built. 

Tjfow in effect, you gentlemen arc recommending we move the foun- 
dation which may make the edifice rather shaliy. Some of our findings 
have been that the extent to which students ure able to take advantage 
of student assistance programs is very greatly influenced by the avail- 
■ ability, at no cost or low cost, of public higher education. 

For instance, we found in connection with the GI bill programs 
which provide a higher level of student support than any other h edcral 
proo-ram or State program that I know of. that those programs are 
utilized to a reasonable extent only in the States that have very low- 
cost or no-cost public higher education. . ^ . T, ^ • 

For instance, the utilization of the GI bill m California was between 
two and three times the rate at which it was utilized m one of the JN ew 
England States because there was available a system of low tuition 
or no tuition in State colleges and universities. 

We also find, and I think your own exploration should suggest to 
you that a great number of students who might qualify tor one ot 
these student assistance programs do not apply. ... 

For one reason or another they do not seek and obtain student 
assistance funds. Significant numbers of them are found m very low- 
cost institutions in metropolitan areas primarily, but also m rural areas 
if they are within commuting distance. ^ , 

So in terms of efficiency of delivery, you have a model that looks 
more efficient but I am not sure it actually brings m more, people. 

Mr. Neal. Could I make a small qualification? Wien we recom- 
mended an increase in tuition of 50 percent of instruction cost we said, 
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"as needed." We didn't just opt for the increase whether you need the 
money or not, so that it may be a long time before some of tliose low- 
cost institutions get a tuition 

Mr. O'Hara. Tou are not advocating: the States come up with new 
appropriations. You are advocating that they shift funds out of insti- 
tutional support into student assistance and, in order to do that they 
have got to raise their tuitions presumably and make it up somewhere 

For instance, what would happen to the California community 
college system if they now went from zero tuition up to half the cost 
o± instruction? It would be a tremendous chanire, even if you ]:>hase 
It m over the period you recommend. 

.^^^'^^y^^^' Mr. Chairman, let me comment on two things. First of 
all, I don t disagree with what you have but I have some qualms about 
where we are headed. If you take the University of CaUfornia, which, 
mider the Gl bill of rights, has a very low tuition. 

Today, that system, not the community college system, has ap- 
proached the very recommendation we talked about. They found it 
IS tJie only way they could give this kind of education and o-et the 
funds 111. ^ 

The head of the California Community College system, altliou^-h, 
generally opposed to this recommendati6n, has indicated there is a 
^^wu T ® ^ tuition program in the California system. 

What I want to ssay is you are getting to a point where we are 
getting the bad result of increased tuition without a proo-ram of 
either targeting these funds or having a way for these low- or'^middle- 
income students to go to college. 

They are going to be faced witli these tuition increases anvway 
because that is the only way State legislatures are going to be able to 
tace the problem. That is why we feel this kind of targeted approach 
Which takes into consideration where the money is going to come from 
and sti 1 1 h ave quality education makes more sense. 

Mr. O'Hara. That last one disturbs me. If that is the case, if tliey aro 
going to increase the tuitions anyway, vour recommendation sliould 
nave taken the turn, no tuition increases without corresi^ondinir in- 
creases m student assistance. 

Mr: McMuBRiN. As a matter of fact, Mr. Chairman, this is the 
recommendation. 

Mr. O'Haka. Yes, but you put it the other way around, tuition in- 
creases and increased student assistance. T am veVv nmch afi'aid ^nme 
^'^^ are going to take haif of vour recommendation. 

Mr MoMtmmx. T am afraid they are too, but actually, if they fol- 
lowed our language thev would not do that. But it is very obvious 
that the tendency of peonle is to see the rates and then tend to more 
or less 1 o^nore the other side of the picture. 

■ T }^^'\ P'TTara. I Icnow my colleagues are interested in getting into 
this thiTur. We have here a distinguished member of the Commission 
on the Financing of Postsecondarv Education. I have several other 
ouestions but T am goinc: to withhold them and give the other members 
of the subcommittee an opportunity, 
"^^r. "Rrademas. 

Mr. Bradtoas. Thank vou rorv much,Mn Chairman. ' 

Let me add mv own welcome to our distin<nnshed witnesses here 
today. T would like to make a few comments with respect to what von 
said, gentlemen. 
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I notice Mi*. McMiirrin obserA^ed in'his statement that it might well 
be the dijBferences on these matters are in large measure linked to dif- 
ferences in judgment on the future development of the economy. 

I am sure that is, to some extent, true. But I would suggest to you 
that perhaps there are still more substantial differences related to dif- 
ferences in underlying values and judgments about what is appropriate 
public policy in respect of support for postsecondary education gen- 
erally and particularly in respect of, in this instance, the support of 
students. 

I think, also, Mr. McMurrin, you made the statement that the only 
way^ for higher education to get additional money would be from 
tuition increases. I think Mr. Eberle just referred to the situation in the 
same vein. 

Therefore, we come back to my fii'st point, namely, the question of 
values. I don't understand why that should be the case. Why do we 
not take a more optimistic view of the place of education generally, of 
postsecondary education in particular, and still niore particularly, of 
student support, in our national priorities. 

I don't Imow that we ought to have such a gloomy outlook with 
respect to the long-term posture of public support for higher education. 
I could well see the prospect, for example — and I don't say this in 
any particularly partisan tone — of a different Congress coming to 
this town next year which would not take the point of view that we 
ought to have so slender a slice of the gross national product allocated 
to postsecondary education or to student support. 

I would be willing, at the drop of a hat, to vote more money for 
student assistance and less money for certain military expenditures 
that I could easily point to. So, I think I am in very strong disagree- 
ment with the perhaps understated presupposition of your analysis 
that the only way in which we can meet the increased costs. of higher 
education in this country is to impose a greater burden on students 
and their families. 

A third point I would make also has to do with value judgments. 
It lias been the view of members of this subcommittee on both sides 
of the aisle, including, I think, Mr. O'Hax^a and myself, that we need 
not make a choice between low-income students and middle-income 
students with respect to provision of student assistance from the 
Federal Goverament. 

Indeed, as a consequence of the passage of the 1972 education 
amendments and the new basic opportunity grant program we don't 
even talk about the matter in that way any more on this committee. 

Rather, we talk not about the income of the family and the student, 
but we talk about the student's need. Tliat is a more real world 
way to go about making a judgment on tlie matter, and I don't think 
I need to repeat the theory on which the EOG program is based,' but 
it seems to me that targeting assistance on need is much more i*eason- 
able and sensible than to look at income which is only one of the 
several criteria that ought to be taken into account. 

Then a fourth point I would make has to do with what I take to 
be your position of placing greater reliance on loans. I was struck 
by Mr. McMunin's statement that last year when your report first 
came out you spoke of a $12,000 cutoff, but I think you said that 
figure would now, if my memory is not ^vrong, be considerably higher. 



ERIC 




154 

That you can make that kind of statement indicates to me the 
somewhat ephemeral nature of your proposals to rely heavily on loans 
because the woild changes, doesn't it, gentlemen, and it changes very 
rapidly. 

We didn't have percent prime interest rate when your repoit 
came out, and I am vei-y dubious indeed about a proposition that 
would move from financing student assistance by the tax mechanism 
over to the private loan mechanism at a time when interest rates are 
out of sight. 

Nor clo I find myself altogether persuaded by another unstated 

Presupposition of your proposal which is that most of the benefits 
rom public assistance tc students go to the students. 
You certainly reviewed this whole argument of the difference be- 
tween societal benefits and individual benefits. I mast say I have al- 
ways been surprised as a member of this committee how zealous some 
people are in wanting to be sure that they wring every last ounce out of 
the students, but we don't have so militant or CPA-like an approach 
when it comes to being sure that the industrial or business community, 
for example, talces a subsidy fi'om the National Government, 

Then I havent even raised one other concern I have, which is the 
question of the transfer — as Dr. Van Alstyne pointed out in an ex- 
terded analysis — the question of the transier of the burden of pay- 
ment of student assistance from one generation to another. 

I think you have not sufficiently taken into account that particular 
question. I think, as you can judge from my own reactions — and if 
I have misrepresented you I am sure you will tell me — why I have, 
as one of our former colleagues in this place said in a debate, "mini- 
mum high regard for your proposals." 

Mr. Neal. Mr. Brademas, in these discussions that I refer to that 
we. had around the country, it seems to me we got moi*e and more so- 
phisticated as we went along and your comments were reflective of 
that same degree of sophistication. 

I would like to comment a little bit about the kind of stereotype 
that, unf ortimately, we have in this report because we dealt only with 
undergraduate college education. 

Postsecondary education is a lot bigger thing than imdergraduate 
college education and by the time we got to California, as Mr. O'Hara 
stated, using the Gl bill and so on, the people wanted to discuss post- 
secondary education. 

Wlien you take the whole range of possibilities into account, the 
fact that you don't just have a student who goes to college for 4 years 
and gets a degree, we have lifelong learning, we have people coming 
back who have a high school education coming back in their thirties 
and forties and taking a college degree. 

We have training programs financed by the Federal Government, 
training and retraining programs in which postsecondary institu- 
tions provide a great deal of the training. I thinlv we are up to about 
$6 billion on training programs. ^ 

In addition, we have those things that go along with the unemploy- 
ment compensation system and with welfare systems in some States, 
some other training programs, not all postsecondary. 

But there is still a third system of education which probably is as big 
as the public one and that is the business-directed training and edu- 
cation. My purpose in broadening out the discussion — we did not cover 

15/ 



155 



the whole area of postsecondary education— but my purpose in raising 
it is to make just one point and that is colleges and universities' have 
become educational service institutions serving a wide variety of clien- 
tele and they are probably the most effective instrument for that pur- 
pose and they need to be kept in bein^. 

This is another reason for the mstitutional gi-ant approach, that 
with as big a variety of the clientele that they sei-ve, it seems to me al- 
most impossible that the support should not be related to the student 
and the training that he gets. 

As we are evolving toward a more individualized system of educa- 
tion, toward a more extended, repeated, et cetera, system, toward an 
upgrading through life, it seems to me there is only one way you can 
mil that kind of system and that is on a kind of charge-for-sei-vice 
basis, and that says more from tuition and less from otlier thin^. 

Mr. Brademas. The analogy that leaped into- my mind was the U.S. 
Postal Service. Do you want me to spell it right out: Payment for 
services rendered; don't let the public subsidize it — a great system. 

I am not impi-essed. You see, you missed the whole point of my 
statement about the needs of societjr. You walked right out in the 
minefield and stepped right on the mine. Do you see my point? 

You talk as though the only point of education in this countiy is 
the need of the individual person. That was completely the tone of 
your response. 

Mr. JNeal. Could I repeat myself, sir? I said a great divei-sitjr of 
clientele justifies the continued institutional support of the institu- 
. tions that are best qualified to supply the services. 

Institutional supportr— that is the societal reason, sir, that you are 
saying I am overlooking. 

Mr. Brademas. Is diversity the reason? What is diversity? That is 
not the point, is it? Are you trying to tell me that the length of the 
list of lands of institutions of higher learning in this country justi- 
fies societal support? You don't mean that seriously? Wliat does that 
have to do with it ? 

I should have thought that one might want to ask questions about 
the benefits that society derives whether you have one kind of institu- 
tion of higher learning or a hundred kinds of institutions of higher 
learning ; that is the point. 

Do you see what I mean? I would like to get a somewhat less sim- 
plistic analysis of these matters. 

Mr. Eberle. I would like to come back to your point. I don't dis- 
agree with that and I don't want to take away from your colleague's 
question but, unfortunately, when you have a brief statement and not 
a full report 

We also know that you have such a broad variety, not only of in- 
stitutions but of students' desires, the way you get that is to have the 
student help set the market and let the student have the time to select. 

I will give you an example where you have public institutions in a 
State— a student, where the money is granted solely on institutions, is 
going to go to the closest one. That is where thpir money decision has 
to be made as opposed to having the funds themselves and maybe go 
to one a little further away because he has additional support where 
he got more what he needed. 

R is a question not only of recognizing the great benefit to society 
but how do you target in on the student and get that student the kind 
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of education he wants. I thinlc that diversity is absolutely essential to 
developing the kind of quality students and quality society we want. 

Mr. Brademas. No one is arguing about the need for diversity. That 
is not, I take it, an issue here. Everybody is in favor of diversity in 
liigher education, just as everybody is in favor of motherhood and 
apple pie. That is really moot. 

I am getting into a far different proposition. What if I were to say 
to you, Mr. Eberle, that every time you hire a college graduate, you are 
going to pay a bounty? You are going to have to pay the bounty out 
of the pocket pf your paiticular firm, because you get the benefit of his 
higher education. In other words, because you are saying here that the 
student ought to pay higher tuition since he is getting the benefit, I am 
saying that your company will have to meet x percentage of the cost 
of whatever that student paid to go to college. How do you like that? 

Mr. Eberle. The answer to that is a very simple one. If you look at 
the incomes of students that go to college on the average and those who 
don't, it is already built in. The only difference between your sugges- 
tion is that you do it directly instead of indirectly. 

Mr. Brademas. It is not true at all. I say you pay for it. You are 
gettingthe benefit of that student's higher education. 

Mr. Eberle. Who do you think pays the salaries of these people ? 

Mr. Brademas. I am suggesting you don't. 

Mr. Eberle. The businesses do. 

Mr. Brademas. But I want you to pay more. 

Mr. Eberle. That is different. 

Mr. Bradeivias. Of course it is different. That is my point. It breaks 
down when you turn the comer of the side. 

Mr. Eberle. The principle is established. It is only a question of 
how much. I accept that. It is already done. 

Mr. Brademab. I don't think it is done because we are now getting to 
the value judgments, the unstated presuppositions. 

You want that student to pay more and you want a redistribution of 
income within the educational system, but you are not so much inter- 
estied in giving me an affirmative response when I go outside the edu- 
cational system. That is a different ball game. 

Mr. Eberle. T would like to come back to that because the recoin" 
mendations we made are not only an increase of $2.5 billion on the pri- 
vate side but also we say there should be more Federal and State help. 

We did go outside. We recommended it. The problem we have is 
in trying to be realistic. As a practical matter, Congress is going to 
have the opportunity to vote more money for education, whether 
you give more money to. increase the quality, because there are going 
to be'more students and yon are going to have to vote it: 

We made a decision that just to keep up with inflation and the fact 
that education grows at twice the rate of inflation and the increase 
of students. Eealistically. tliat may be the amount of money that can 
be expected. 

If that is the case, how do yon go outside the system and get more 
money in ? And if you don't vote more money and you don't want to go 
to the private side and you don't want the public side, then you have 
a real crisis. 

Mr. Br^vdeimas. That is not what I said at all. 

Mr. Eberlb. That is what the facts are in State and Federal financ- 
ing to date. 



157 



^ Mr. Brademas, You can argue from the descriptive to the norma- 
tive and vice versa but you can't pass a freshman logic class that way, 
so let me come back and say I am not going to let you set up a false ,^ 
dichotomy between the private and public. 

Wliat you have just told me is if you need more money to meet the 
problems o'f inflation you either go to tuition increases or the public 
sector. That is what I read you saying. 
Mr. Eberle'. Lower your costs. 

Mr. BiiADEMAS. But there are other ways of going to the private 
sector, and I gave you one just a minute ago, not that the student pays 
for it but whoever hires the student pays for it. That is another way. 
I don't say I am for it, bub I only raise it to show the fallacy of the 
proposition that the only alternative to increased reliance on the tax 
mechanism on public support for meeting inflation and other student 
co.^ts is by raising tuition on the students. 

I don't think you have made that case. 

Mr. ITeal. Could I add just a footnote? We do say that business 
support of the colleges ought to be continued and increased and, as you 
know, sir, it is the practice of a great many businesses to make grants 
to colleges from whom they draw their students and, in fact, many 
othei*s also make scholarships available for the sons and daughters 
of children. , . 

Soitie of this has even gotten into collective bargaining contracts. 

Mr. BuADEiNrAS. Are you proposing this is a matter of law ? 

Mr. Neal. JTo, I am not, I am saying this is being done. 

Mr. Bradf3i.\r. That would really be impressive. 

Mr. Neat^. On a voluntary basis it is being done. The way you 
do it in law is that you impose taxes on these companies and then 
you in your wisdom decide how much you are going to give to 
students, and we are right back where we started from. 

We think you sliouldmake those decisions. 

Mr. Bn.\DEarAS. I think we have developed a veiy interesting alter- 
native here. 

Sterling, you wanted to say something. 

Mr. McMxjTun^r. Yes, Mr. Brademas, I would like to make tliis 
comment. 

Mr. BTiADE:5tAR. Tvct me interrupt and say I am deliberately teii^ing 
Tou and j^rovoking you to ?ome extent to malce you go back and look 
at vour own suppositions. I am not persuaded you have done so. 

Mr. O'lLvTiA. You have done a good job. 

Mr. MoMx^miN. A veiy good' job. The thing I wanted to say, just 
two points, in the preparation of the policy statement and in the policy 
f;tatement you fincl very considerable discussion of the societal values 
of education. I am referring to your reference to the issue of values 
here. 

And, as a matter of fact, the committee, in setting up the proposal 
which it lias made, used the social values of education as the justifica- 
tion for a large Federal and increased State program of grants and 
loans. 

So, the veiy point you are making, I think is a point that has 
received a great^deal of attention. The other thing that interests me 
in your comments, the very first statement you made, is a rather, to 
use* your terminology, dismal economic appraisal of the situation. 

42-884— T5 13 
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I personally am inclined veiy much to agi'ee with you on this. My 
point was, there is a conservative economic assiunption behind the 
CED report which was based upon the lands of input which CED 
has been receiving from economists, and I am very much aware of the 
impressive statements of criticism that have been made of this, particu- 
larly by Dr. Van Alstyne, whom you mentioned, and by Dr. Howard 
Bowen, a very distingiiished economist in the field of education. 

Both of them essentially were saying what you have said, "Why not 
be more optimistic about the future of funding of education than we 
seem to be?" "Wliat I want to say is simply this; regardless of which 
group of economists or appraisers of the economy may be correct, the 
kind of assumption that is made in the CED statement is the kind of 
assumption that is now being.inade, as I am sure all of you gentlemen 
realize, by the leaders of colleges and universities. 

The pi-esidents of colleges aaid universities have this same feeling. 

Mr. Brademas. I tlnnk your point is well taken, Mr. McMurrin, but 
you didn't get the point. I didn't express it very clearly. I wasn't talk- 
ing economics. I was talking politics. 

Mr. McMuRiUN. I get your point. I can understand that. 

Mr. Brademas. However the economy develops in the next several 
years, the point I was making is it is not unreasonable to project that 
there will be elected to public office in this country persons with differ- 
ent value judgments about the way which the GNP ought to be di- 
vided, whichever way the economy goes. 

I just wanted to make that distinction. 

Mr. Gaybos. Would you yield? I have got one point. 

Because a college professor says it is right is it right because they 
all agree upon it? 

Mr. McMuRKiN. Not at all. As a matter of fact, that may be a pretty 
good indication it is wrong. 

Mr. Gaydos. You can hang your hat on your other argument, on the 
presumption that they are correct. 

Mr. MoMinmix. What I am saying, gentlemen, i.s simply this, the 
typical university and college today is being administered on the as- 
sumption that legislatures are not likely to raise appropriations, that 
the Federal Government is not likely to increase its appropriations 
and therefore, you are going to have to find your money somewhere 
else. 

So tliat what we have attempted to be here is somewhat realistic in 
terms of the outlook of educators themselves, though they may be 
wrong and I hope they are wrong. 

Mr. Bi^vDEMAS. I appreciate that obsei'vation. 

Mr. MuNDEL. Even if they are wrong and the political situation 
chan^^es, the kind of targeted support that we spoke about in the report, 
even m an expanded Federal and other Government budget still makes 
a great deal of sense. 

I think it is a mistake to consider that the recommendations, the 
targeting of money, the raising of tuitions, the expansion of loan pro- 
grams, and all predicated solely on the assumption that the amount of 
social resources for Juglier education will be fixed. 

Mr. Brademas. I appreciate the thrust of that. That is very helpful 
In other words, wliat you are saying is this is what you think onirht to 
be aone no matter tliej)olitical or economic outlook. 
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Mr. Mundeij. We did our calculations assuming fixed numbers be- 
cause, in fact, these and the numbers available. 

Mr. Bradekas. Mr. Chairman, I want to thank tlie witnesses. I hopQ 
they don't think I have been too hard on them. I just wanted to elicit 
sonio resx^onses to some of these underlying questions. 

Mr. 0'Har.v. Mr. Gaydos. 

Mr. Gaybos. I don't want to cany the discussion any f uitlier because 
I truthfully haven't had an opportmiity to analyze and assimilate your 
report and prepared statement. 

I do not want to make several observations and I think the response 
of the gentleman somewhat verified what I had been thinking. I am re- 
ferring to your page 3, the second point you make, that public colleges 
are finding it increasingly difficult to secure needed funds from the 
States and other sectore. 

I had thought for a while you had forgotten about our difficulties 
with our revenue sharing, a $30 billion 5-year program coming up for 
consideration within a year, and also difficulties we are having gen- 
erally in the Federal Go\^ernment with other needs we face such as the 
States demands from other sectors. 

We have the same problem. For a while I though you liad forgot- 
ten about that similarity between us and the State people, but I am glad 
you did remember and am eternall}^ grateful to you. 

I would like to ask a very practical question. I would like fii*st to 
make one more observation. You talk about going to the private sec- 
tor for support. All of that has to be an assumption that might not 
materialize. 

For instance, I find it difficult to assume that the private sector 
should contribute substantiall}^ in some areas of scholarship aid, direct 
endowments, setting up funds, business contributions, which are tax 
deductible, and all the other paraphernalia, somewhat on the same lines 
I resent having to contribute to the cancer fund wJien I pay substan- 
tial taxes and I should assume as a citizen there need not be a private 
solicitation of funds to help cure such a dreaded disease. 

I have a deep resentment myself in that area and I have drawn a 
parallel between the great need for an acceptable type of educational 
approach soh-ing our ])roblems, solving our international, social, in- 
ternal domestic problems with a good educated population. 

Rut why should be have to depend upon the private sector? To me 
it doesn't nn^ tine and I know I am in a distinct minority because we 
have lived with it for so long and the assumption is that is where we 
should go. 

Possibly Mr. Brademas and I are diametrically opposed as far as 
our thinking is concerned. I don't like to go into that sector but I try 
to draw a very simple comparison. I am not talking about cancer re- 
search. I am talking about other things. 

Either your government dischargen the responsibility to society, 
or any terminolopy you want to use, or it (^oesn'*^. That 's how T feol 
about it, Personally,' it doesn't amount to a bag of beans, I understand 
tJiat. But I Jiope 1 can encourage some support along those linos. 

In the Pennsylvania delegation we have college professors on a reg\i- 
lar basis appearing before us to discuss their problems, their fiiianciul 
problems, practical problems, et ci-tera, and invariabl}^ at all of tlieso 
delegation meetings we make it apolitical. 
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Are have some people who have reached some prominence come and 
speak to ns from all the nni\'orsities. We liave asked them and they 
have admitted, and I wonder if you could verify their position; have 
the universities and colleges done their sliare; have they analyzed 
truthfully and painstakingly what thoy liavo been doing and what 
they^havc done or accomi)lishcd to date; can tliey justify their trip 
to Washiiioton to ask us to do our share 

Ml'. Ebkule. I think w^e can give yon some parameters, and that 
is, like every, other case you cannot generalize but you go all the way 
from Avhere they have done iiuthing or \'ery little to wliere they have 
done a great deal. 

This mo\*es right into the wliole first [)art of our re])ort which went 
to nianagenient. Frankly, o]i balance, they have not picked out what 
their mission is. They i-nnt be e\'ei-ything to. everybody. 

Yon will find overlapping Ph. l)."s granted among the State in- 
stitutions. Every professor, and 1 will gi\*e this back to my good friend 
Sterling, wants their ov\'n programs. It is nice if you have lots of 
money and we rooomniond it. 

On the other hand, the management of how do you get the best use 
out of buildings — Do yon buy new buildings or can you lease them 
.back and forth between institutions that aren't full ? 

I see this in my old home State of the Univei^ity of Idaho and 
Washington State leasing tlie dormitories back and forth because one 
had too many and one had too little. There are so many things that 
caw ho done that haven't beeii done. 

That is why Imadf^ my comment. T dvln't vrant to lose sight of this 
because one answer is to be sure the uni\'ersities, public and private, 
set their mission on not ovei*y thing to everybody and do what they do 
best. 

There is a tremendous amount of improvement that can be done 
there. There are some that are excellent, others that are very poor, 
but on balance there is a great deal of improvement that can be done. 

'},lv. Gatdos. That is why T ]:)re faced my remarks with the self- 
serving observation that T didnt have time to read your statement. 
You are, I presume, refei*ring to the fact that in many rol leges and 
uni\'ersities of great repute you have a library fantastically supplied, 
almost as good in comparison to our library here in Washington, yet 
it is unutilized 20 percent of the time. 

Yo\i dare not go on the campus to utilize that library because yon 
don't belong to the student body or to the professional staff. T am 
wondering if they have made a new approach in critical self-analysis 
to getting the full use out of what yon spend your money for and 
what you have physically in existence because there is a lot of 
selfishness. 

Again, this is before you come here and ask us to respond to yon. 
We want some response from you. 

MrMrnnTX. I agree with your point 100 percent and with Mr. 
Ebei'le'S veply. Colleo*os and nniversities have not done what they 
could have done and certainlv should have done to increase their 
oflectiveness, eftlciency and product! \-ity. 

The onlv thing that can be said on the other side of the picture 
is that right now there is far more activity in this direction being 
o'enerated within the institutions than ever before and I think there 
is a real indication that in the years ahead the money will buy more 
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and better education than it lias in the past because an increasing 
number of institutions are leading out in innovations to change the 
old habits and to do new things to increase the educational produc- 
tivity of the institution. ^ , . . i 4.1 ^ 

As things no^Y stand, they are not in good shape, but at least there 
is a movement in the right direction. , 

ISIr. Gatdos. I would like to close, Mr. Chairman, with one observa- 
tion, and that is in reaard to a comment made by one o± you gentle- 
men dealing with these lifetime students, where a person goes alter 
(rraduation, a housewife picks up a degi'ee, maybe a supplemental 
clegree, again, along the same lines wo were talldng about. 

That could very well be done without utilizing any o± the laciUtios; 
heat, electricity, college professors, books. Outside of a TV program, 
the vrhole new modern approach in coujunction with some type ol 
central coordinating board is changing the concept of what Ave are 
talldng about. ^ . ,. 

I would like to see if a case could be made out for full utilization 
of personnel, plant facilities, vour whole philosophy meshed togotlior. 
Then I would say Avhen you come before this committee and this 
humble person individuallv, I tliiuk we would be not more prone, but 
it would almost be an obsession on our part to respond and reco<?nize 
vour request because then I would say you have earned that right. 
^ I am not saying that vou haven't but I am saying m some of these 
areas— some areas are somewhat lacking as far as a good full report 

and expose. ^ • t 

I do want to compliment vou o:entlemen for coming. I assure you 
of this and speak on behalf of the whole committee, particularly (he 
chairman, we are going to try to solve this problem. 

Mr.O'PlARA. We are working at it. . ^ 1 ^1 

Mr Gaydos. Let me conclude with one question. Do you have the 
same type of feedback I am getting, and I am sure most members are 
o-ettin<^, from the people grossing $20,000 and $25,000 and complaining 
bitterly and giving us facts that they aren't being treated fairly as 
far as the amount of assistance they are receiving m comparison to 
underprivileged students and families, and maybe even m comparison 
to those that are over that? ^ ^ ^ ^- i 

That is where I am getting most of my flack. I am very practical. 
I am a political animal like the rest of us. I wonder if you can give 
me a very fast observation or conclusion on that. 

air O'lLvKV. If the gentleman will yield, the Wall Street Journal 
the other day had an article about the $22,000 a year college toaclier. 

Mr. MuNDEL. I think, in terms of upper-middle and upper nicome 
families the ficeneral findino\ althought the complaints have been loud, 
vociferous and repeated. First, the complaints ha^^e been that these 
kids are no lonirer going on to school. • , 

The census and other evidence shows that the proportion nl stu- 
dents enrolling from these income groups has not dropped. Tlie pro- 
portion of them enrolling among schools of different costs, (w.'ept 
wliere ]mblir schools have ex])anded dramatically, lias not clumged 
and the amount of parental contribution, the actual amount tliat 
parents are paving for those students enrolled in school, in fact, has 
not increased more dramatically than the simple rate of inflation. 

Although our tables show a targeting of the resources toward low- 
and modei'ate-income students the recommendations recommend the 
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targeting of grants to students who, in the absence of those grants, 
would not have the ability to pay for college. 

There are some people in the income distribution up to 30, perhaps 
tip to 40, who, because of family circumstances cannot contribute 
to their lads' education and following our targeting strategy they 
too would be eligible for assistance. 

We talk about ability to pay, capacity to contribute, but in our 
i^epresentation of the gross or average effects of these programs we 
Show them statistics on an income rather than on an ability to pay 
criteria. 

Mr. Gaydos. You make a good argument. I am going to try to 
reduce that down to two sentences when I respond to these thou- 
sands of complaints that I receive. I think I get the drift of what you 
are saying but it is very difTicult to convey that back. 

j\Ir. O'ELvRA. If the gentleman will yield, this business about who 
attends, liere m the report of the JSTational Commission on the Financ- 
ing of Postsecondary Education, on pa^e 27, it shows the participa- 
tion rate of 18- to 24-year-olds by family income, 19G7 through 1972, 
showing a drop in every single group except those with incomes of 
less than $3,000. 

Let's take table 1-B on page 27 of the Commission's report. It 
shows a drop in the more than $15,000, a drop from • 

Mr. MxTXDEi.. The drop is from 58 to 56.1 percent. 

Mr. O'Hara. Then in the $10,000 to $15,000, the drop is from 46 to 
41, and in the $7,000 to $10,000 it is from 35 to about 32 
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Mr. MuNDEL, I think tliese figures showing a drop can be based on 
several factors that are going on. One is a decision by lots of people, 
or by some small percentage of people to not go on, whether for financial 
reasons or otherwise. 

And, given that predominant amount of enrollment was coming 
from the people at the top the decision to not enroll immediately afteV 
high school as a result of the change in the draft or elimination of the 
draft could cause quite dramatic changps, or what apx^ear on a curve to 
be reasonably dramatic changes in numbers for very small mmfibers of 
people moving on. 

The other thing which has gone on during these same years is that 
because of the relative times diiring which both rates decreased more 
rapidly and earlier for higher income families us opposed to lower in- 
come families, the children who are 19 to 24 at the end of that period, at 
the liigher end, are disproportionately older and are out of school so 
they are not counted as enrolling because, in fact, they have aready gone 
on, have attended and although still dependent family membei*s, are 
no longer enrolled in undergraduate education, 

Mr. Gatdos. If I may respond at that point, I have to presume some- 
thing based upon many factors that I Avouldn't have Imowledge— I 
don't know what you have taken into consideration in deriving those 
statistics and conclusions, but I think we should ever be vigilant that 
we don't have reverse discrimination and I would hope that would be 
your feeling, where we would discriminate against middle and upper 
income because of cost factors and have a less percentage proportion- 
ately of the families of those oligihlo. to nttond our institutions of 
higher education. 

I would be just as vehement in making an attempt to j^rotect that 
aspect as I would where we should not disci'iminate, where we have for 
centuries in this country against the low-hicomc students. 

Mr. MtrxnT)L. I think where those stndents in those income groups 
have dropped out because of a lack of ca]:>acity to pay, and we can 
develop an appi'opriate set of criterion for determining that capacity, 
we can move those figures back up following the kinds of recom- 
mendations 

Mr. Gatdo.s. I have no more questions. I do apologi/.e for taldng 
more time than I should, especially when Ave have another member 
present. I give you my apology aiid promise not to do it again. 

Mr. O'TTaka. Thank you, we enjoA-ed your contribution. Mr. Gavclos. 

yir, I/chman. 

]Mr. LiiirarAX. I was concerned that we voted on the House floor Fri- 
day to eliminate the use of food stamps, foi* so-called dependent .stu- 
dents. I just wondered what kind of effect that is going to have if that 
is le 1+ out in the fin al passage of the bill . 

There would be x nnmher of dollars removed from a student's sup- 
poi't. I noticed, Mr. Chairman, in the Eecord this morning there was 
no one speaking for or against the amendment that disallows food 
stamps for these people. 

Mr. O'TTaka. There was no possibility to. Your chairman was I'eady 
to ST>eak on the subject but there was no chance to get time. 

Mr. Gatdos. Will my friend yield oii that? T want to say this vuh- 
licly. I did commend our chairman before my other collea,£ruos and in 2 
minutes he made the most telling logical remark and argmnent I ever 
heard. 
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He made it in' a very concise fashion. Because of the limitation of 
time he cid the job for all of us in 2 minutes. 

Jklr. Lehman. I apologize to the chairman. I knew how he telt 
about it. I was looking at Sie Record this mommg. 

Sir O'Hara. Yes;1t is a very bad situation, l^iat amendment went 
in w'th no debate and it says'if a family ^r^ch^ndnaVs eh^^^ 
is in any sense based on the income and assets of a person ot 18 yoais oi 
ovQv who is a student, then no food stamp eligibi ity. 

He could be an unemployed loafer and a pool hall bum, that's OK, 
but if he is a student, then, no, he is beyond the pale ,i^,i„„Hon 

Mr. Lehilvn. If his family takes him as an mcome tax deduction, 
is that right? 

^^'r^l^'^f^ has abuses. Somewhere along the line 

'tl^ S.' W«"have nothing to add except what your chairman 

has already said. in , 

Mr. 0'Har.\. I thank the gentleman from ilonda. 

Mr Be™z'. Given the time, I ^ust raise one simple question which 
comes out of your testimony. Admitting the need for ^/^an^^^^^^^^^^^^ 
improvement and a trend toward a new initiative and individualiza- 
tion is it your position that such improvements m the colleges can be 
achi'el^d best through raising the tuition and obtaining more mcome 
than bv direct grants to the institutions? Wnfhn,,i- tnk 

^rr. EnKHLK. Let me try to put it m total nersppctive. Without tak- 
ino- nwav what the institutions can do for themselves m manaoement, 
they have got to do that. Fundamentally, they have got to impro^-e 

*TU?:^SXeful that there will be more Federal funds involved 
in this program. Third, we think, in spite of both of those, you are 
goincr to need a combination of more money gomg to grants and as 
tiiaqe go to grants the tuition should go up. 

In this way vou will pull in more money from the outside, so m 
that context bur answer has to be yes. . 

^h^ Benitez I don't think Ton have conic to grips ^vitli tlio po nt 
I raised. Just to restate it briefly, the point is whether m your judg- 
ment, or your assumption, the increased tuitions or increased moiieys 
coming via the student who is receiving an education, will more likely 
provoke educational reforms, or whether these will take place better 
if the moneys for such purposes go directly to the institutions < 

Mr MuxiiEi.. Tak-ins a less sanguine view than my colleague as to 
the likelihood of great improvements in our institutions, i tnuilv tJiat 
there are many things that public financing the financial system or 
manv mechanisms of the financial system Should seek to use to en- 
courage us to change, I think- that categorical programs from tlie 
GoN-eiWent which provide or demand changes m performance on our 
nart ai'p a necessary stimulant. , 

I thinly that were we more reliant on student-controlled resources, 
both student-brought grants and student-brought tuition jDaymeiits, we 
would be much more respondent to the use of students time to tl e 
production of educations which they value and we would think about 
that a lot more in the way we run our institutions. 
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two tSJVTv ^® ""^^^ l^^^y ^ combination of these 

r^Z^ I^^h ^ ^^^,"1^ It ^yolllcl cause us to be more likely to inci-ease our 

lSXrL^?^e%*sf ^ '^''""^^^ °" ^^^^^^^ e/ucationTan 

of ^^n,Sf;f "^^f ■ ^ '"-i" j'^^^'""'' Pi-ejudice to have been the president 
svs'^Pn! ^^""'''r '^-I-*"'' "5"y years ^vhere M-e had a nominal tuition 
tC n ocSf imphcation of your position, it seems to me, is that in 
move to vn 1 ^^"'"^"^f g universities or financing education, we should 
ZIl o o - ^°^'i^<i ^ ^•^bhc philosophy, and 

^slli^l"^^^ ^« of tlfe tuition 

w.^ri''^ ^1 -i""^' 1^^'° movement we would propose would be to- 

wa c a mixed p ii osophy and some increase in tlie stimulus on our 

?S Wnw"'^^^ H ^''^•'"l' °^ student-controlled resources no? mov- 
aSn3l Tn H'' P"^'''- ' ^"^'"^"y ^"^^■''^^•^^ ^^^'^ public pliilosophy 
til ^^^''^"g="g, tiiese institutions, but moving more in 

more i^T^^^^^^ '^"^ "^^'^^^ ^^^^^^"^ °^ "^^'^"tives tf make us 

Mr. BEjfrrEZ. My position is that there will have to be much more 
lunding tor the M'hole process. of education than there isTp re?ei i 
?; ihnnr''/' { ""^lerstand it, involves the additional funding^or dis^ 
. .^in fi°* '"l^^^^^""''^^ '-^"f^ ^vhat source is most effective to 

Imfhi 1 °^'{^''^}'"'\°^ better education, a renewed education and 
moie broadened education than we have at present. 

H,vi.nM ff^"''^*''''"!^ y?""" position is that this is best accomplished 
tluough the round-about way of getting the money to the university 
via raising the tiution than getting it directly to the imiversity ^ 

Mr. Mujj-DEL. By raising the tuition and increasing the grants, the 
Goveriiinent grants which students bring to institutions 

Mr MgMtjkrix. Mr. Benitez, may I comment on this because I don't 
«S^ft^'"^!i!^l"- <^l^^„Position of Mr. Miuidel and I would like to state 
simply this, that insofar as the issue ^diich you have raised has to do 

H.n flV?!i'^"^^ '"'-''''^'^^ approach to education, I personally feel 

that this has great dangers. ' ^ . J ^ 

I am not oi the opinion that an institution will be better off in terms 
ot strengthening the quality of education because it gets its money from 
students rather than from appropriations. 

I pei-sonally think- that the issue of tuition is not an issue of what is 
the best way to finance an institution. It is the question of whether we 
are forced by economic, political and social circumstances to move in 
that dii'ection. 

I am not of the opinion that you are going to have better institu- 
tions because m some way or another, you are dealhig witli the money 
of mdividuals rather than with money made through State appropria • 

J\lr. Bknitoz. Aren't you saying then that your recommendation is 
based on the assumption that the congressional ears will be more sym- 
pathetic to this approach than to the other ? 

Mr. McMxniRijg- I thinlc that is part of the picture; yes. 
phonetics ^ ^^^^^ ^^"^^^ ^^^^ y°" mistaken as to the 

Mr Neal. Mr. Benitez, could I just say we have the highest reo^ard 
tor Mr. McMurrin. PIe was our project director, but we noted in the 
report that our i>ro]ect director did not agree with some parts of this 
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• report and he has just stated one of the parts he doesn't agree with, 
but I have to tell you that the committee responsible did agree sub- 
stantially with implication that Mr. Benitez drew from the testi- 
mony. . , . • J X. 

Mr. Beottez. The only thing I would say is that m my ]udgment,, 
the history of education in the United States has been one where the 
stringency of having the institution depend upon students support 
has not been the circumstance enhancing the educational perf ormance; 

in this Nation. i v i j i 

And, quite the contrary, whenever you have established a basiC 
equivalent of "you get what you pay for" you bring about an inferior 
type of education. . 

Mr. Eberle. Maybe we concur with that and that is why we only 
talk about a shift, maintaining the base institutional grant but keep 
the top, which gives you both the flexibility and some incentive. 

Mr. O'Hara. It is an interesting exploration. You might look at 
that whole question of whether or not shifting support over the stu- 
dent results in a better education or a poorer education. 

Before I yield to Mr. Dellenback, let me recognize the presence 
in the room of the distinguished president of the University of Puerto 
Kico, Arturo Morales-Cariion, and tlie Chancellor of the State college 
system in the State of Minnesota, Ted Mitau. . 

Mr. Dellenback. First, my apologies to the panel for not having 
been here for the full hearing. . i • i.i 

Without going over the points that have been raised m the ques- 
tions and dialog between my colleagues and the panel— and without 
being thought to be defending the report— I just want to be sure about 
the frame of reference that Mr. McMurrin has been usmg. 

Do I understand that your j^roup, as it put together this report 
and did the research that led to^the report, was confining its study to 
the field of education and was not looking at the totality o± 1^ eclerai 
Government spending; is that correct? 

Mr. Eberle. Four- year college education, not a postgraduate coi- 

lesre education. „ . • i.- i • 

Mr. Delleotack. But the thing I am focusing on in particular is 
that you were not attempting to follow the thesis proposed in earlier 
questioning; namely, don't worry about limitations on expenditures 
in the field of education because you should take funds out of some 
other area of Federal spending— tlie militaiy or something else. 

Do I understand that you were starting from what you estimatecl 
mi^rht be available in the field of Federal spending for education ^ 
Mr Eberm. My answer is yes, although we assumed there won !cl be 
additional Federal-State funding for the increased students, ±01; the 
growth of inflation, but what we call the additional money winch 
would have to come in would have to come from someplace else at this 

^^Mr. Dellenback. The concern that I feel is the constant constraint 
that we in the Congress must labor under as to the availability o± 
moneys If we had a money tree and didirt need to woriy about how 
many dollars wc could appropriate, what we might do given that situa- 
tion would be considerably different than what is demanded ot us due 
to the pragmatics of the real world. 

All I am trying to do is establish the frame of reference tor your 
study in this particular regard. It was my understanding that as the 
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CED wont into its research and came forth with this report, it was not 
assuming limitless funds. Eather, you were realizing the stringencies 
ecoi^ormc circumstances as they now exist, and yon were sayino- 
against that hackoTound, this is what the committee recommends Is 
that.correct as the basic frame ? 

Mr. McMuuRm. As things now exist and as wo might anticipate the 
picture in the next few years. 

Mr. Dkllenback. . . . which will be without the gigantic increases 
-that some ot us would like to see for postsecondary education. 

.Mr. Eberlk It IS on page 15 of our recommendation in the bottom 
paragraph : Ihis means that we expect Government support of hio-her 
term ^ student basis to remain more or less constant in^'i-enl 

Mr. Dkij^exbagk. I thhik that is important for us to have in mind as 
we read your report. Otherwise, if one were to interpret your report as 
siiggestnig we can do what we want to-~-wo can move moneys around 
between holds, we can get whatever wo feel we want, or at feast what 
wo ne^ed tor education— it would be subject to strong attack. In fact I 
might be leading part of the attack. ' ' 

However I read your report as sayino; somt^tliinir very diflereiit • vou 
are starting from a different premise. I think those of us who miHit 
hnd oursel ves m disagreement with some aspects of it at least have^to 
understand the premise on which you are operntijio-. \nd it isirt a 
valid criticism for us to attack the report on the ^^rounds that you 
should have been suggesting taking awav X billion additional dollars 
trom fletense and pourmg them into education because that hasn't 
been part of what you used as the fi'amework for vour study as I 
understand it. Am I correct in this ? 

Mv. Ebeule. Yes, sir. 
ifr. ]^i}.\r.. Yes, yes. 

IVIr. Pkli.knback. The other question is-^thouirh hypothetical—if 
you could count on the funds you want, would you still' be makino- the 
recommendationsyou made? ^ ^ 

I think the ansAver, if I read it correctly, is that you would not be 
wedded to these recommendations if that were the frame of dis- 
cussion. 

Mr. MciMuRRTx. May I comment on that? This is a little ha^^ardous 
to say because I am trying to represent opinions that were not fully ex- 
plored against that background. But I believe that it was more or 
less the position of the committee that the function of the Federal Gov- 
ei'nment should he to fund higher edneation. 

We are talking about undergraduate education, to fund it throuo-h 
student grants and the guarantees of loans, and so on. There was "no 
strong disposition in the committee to say that assuming even thouo-h 
there might be limitless money that the'Federal Government shoiild 
entei* into a largo-scale histitutional grant proo-i«am. 

The feeling of the committee was that the function of the Fofloral 
GoN'onunent is best handled by way of students, the State govern- 
inents handling institutio:i grants. 

Jlr. Delt^enbagk. Th?,t is helpful to me because you are now an- 
swering another facet o1 the question J was piitting'to you. The con- 
sensus you reached was t lat the Federal Government should not move 
principally and substantially to institutional grants as the modus 
opei-andi of financing. Tliat is part your framework. 
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^ Mr. MoMtjRRiN. There are reasons for that. The traditional posi- 
tion of institutional funding coming from States. Second, the as- 
sumption that one of the large problems is the eq^ualization of educa- 
tional opportimity and that fliis could best be achieved if it ^Yere done 
on a Federal level, and therefore, there is concern for equalization of 
opportunity which became one of our major considerations and M*e 
thought especially of the Federal Government in this connection. 

Mr. Dellenback. You are not suggesting the Federal Government, 
in undergraduate education, not be involved in any institutional 
grants? I am just talking; about the preponderance of effort — the 
principal concentration of it. 

Mr. Nbal. We also recommend, Mr. Dellenback, federally funded 
categorical grants to institutions, especially in the perceived man- 
power and professional training areas that were in the national inter- 
est to be stepped up. 

I think that would be a major exception. But those are limited and 
targeted also toward the particular professions and skills that are in 
short supply. 

Mr. Dellenback. I appreciate that. I must say that in looking at 
the roster of those wlio made up the Subcommittee on Management and 
Financing, and looking at the Kesearch Advisory Board most par- 
ticularly, the only concern I had — and I must confess, like Mr. Benitez^ 
my o^vn prejudice in this particular regard — is that as a Yale man I 
see an unfortunate preponderance of Harvard scholars involved in 
this operation. 

I appreciate your being liere today and appreciate this chance at 
being involved. 
Thank you, Mr. Chairman. 

Mr. O'Hara. Gentlemen, let me just get to a couple of points. 

I don't want to gloss over tlie net eTreot of your recoinnieudation. 
As shown on page 21 of your* statement, what^you are advocating is 
tuition be doubled or tripled on the a^•erage. 

Because it is on the average, in those States that have done a better 
job of supporting higher cdncntion. it would be more tlum double the 
tuitions at public higher education institutions^ 

It had a tremendous impact. As I say, it has the greatest impact on 
the States that have done the best job and tlie least impact on those 
States whore the tuitions are already very- nearly 50 percent, so it 
doesn't make much difference whether you comply with 3'our recom- 
mendation or not. 

But, in those States that Lave done the better |ob it has had the most 
fantastic impact. And on the. average, as yon point out in your report, 
on page 84 of yowv report : 

The students wliose famUy incomes were below .$8,600 have grants ex- 
ceeding the average tuition increases for aU types of pnbUe institutions, as 
shown in Table 3. 

Thns tlie enrollment of tlipse students would be positively sfiinnlatod by tbe 
policies recommended in this statement. 

Of course, the obverse is also true. The net effect for students whose 
family incomes are over $8,000 a year, it would cost them more to 
attencl public higher educational institutions, even with your grant 
IDvoirram. 

Mr. MuNDEL. No. I think if you look at our upgraded, updnted 
numbers on page 25 of the testimony, in the academic year that we havQ 
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just fmished, 1973-74, students at $10,000 family income, the medtaii 
income of students has increased, tlie kind of grant program we have 
used as a representative case has eligibility higher up. 

Tlie students at the $10,000 level, except in public universities, 
would effectively luive net changes downward in their price and their 
enrollment would be stimulated, again, only hi the State program. 

Mr. O'Hara. Your page 84 is talking about those students who 
are attending public institutions. You very much weight your figure 
on pa^e 25 by throwing in private undergraduate institutions because 
in all income groups the cost would be less to them. 

Mr. MxTJsTDEL. I weighted on the fact that in public 2' , ,ir and 4~year 
institutions where a predominant share of students with that $10,000 
in 1973-74 terms annual income are enrolled, they would experience 
net price decreases even if only the State and local resources were put 
into this sort of targeted student assistance program. 

Mr. O'Hara. Is your option B the option you were talking about on 
pages 83 and 84? 

Mr. iVEiTXDEL. Option B cuts off at essentially the middle or median 
income of students in academic year 1973-74, and the option in the re- 
port, which is 1969-70 numbers which cut off at about $12,300~$r2,500, 
cut off at the middle income for students in that academic group. 

That is not a recommended program. That is a representative 
program. 

Mr. OTIara. Let's take that statement on page 84, witli respect to 
students and just keep the statement tho^same and insert the correct 
figure in there. Would you do that for me? 

Mr. MiTNDEL. Under option B, \Uiere the grant program — It is that' 
middle line on Figure 1, and the tuition increase as tliey are shown on 
the page 21, the maximum inci*ease being the $600 and $700 increase in 
public universities, then students of about $9,000, no student with a 
family income of $9,000. 

If the program worked that wa}^ and there were no Federal student 
assistance, no student with a family income of $9,000 or if you want to 
convert that into a capacity to pay, would experience a net tuition 
increase. 

Mi\ O'Hara. But if Federal apsistance policies remain as they are, 
every student in public institutions or the average student in a public 
institution from a family over $9,000 would have increased tuition. 

]\[r. Mtjxdkl. In a public university, but not in a public 4-year or 
2-year institution. 

O'lT.VRA. On page 18 you give a second reason for increasing tui- 
tion and fee charges 

to rodislrihute the evontual burden of hiffhor eduGafion support from fodernl and 
state ttixpayors toward hij?her inoomo tjtiuleiits and famUies who have j?i*oiUcr 
oapaeitics to provide support. 

Do you think that $9,000 family cau afford it better than the tax- 
payer can? 

Xk.m.. ]\rr. Chaii*mau, that depends on how far beyond the basic 
assumption that i[r. Dellenback was quizzing us on yon wish to go. 

are not limiting ourselves to $2.5 billion. That is hi by way of 
example. 

Tf yon fellows want to put more money in you don't have to cut it off 
at §9,000, but that means giving up >somethiug else. 

Er|c 1^'^:^ 
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Mr. MuNDEL. Ill fact, we made a calculation that if you wanted to 
increase the grant program so that no student at a family income of 
$12,500 would face a price increase except in public universities. It 
would cost approximately $900,000,000 more. 

Mr. Eberle. While he is looking for that number, another thing is, 
the 5- to 10-year period for the change pushes that actual income quite 
a ways out on what you are doing. My guess is you would take the $9,000 
and have some figure well up. 

I don't know whether it is 12, 14, or 15. That was given you to give 
you the parameters of what we looked at in 1969-YO. 

Mr. O'PIara. The CED is not recommending increased taxes to 
increase support for public education ? 

Mr. Eberle. Not in this document. What we did say 

Mr. O'Hara. Would you advise me to hold my breath until you do 
recommend it? 

Mr. Eherle. No. 

Mr. O'Hailv. Then you are talking about, in fact, shifting the burden 
more onto individuals and less — ^that is the plain meaning of the first 
sentence of the second paragraph on page 18, more onto families and 
individuals and less on the public support. 

Mr. Eberle. That is correct. 

Mr. O'PlAUiV. The whole business of effectiveness and efficiency, in 
finding much greater efTectiveness and efficiency for student assistance 
than decreases in tuition or whatever, is based on an economic model 
that I am not sure is valid because I think it probably assumes too 
much rationality in the consumer, saying that if the consumer could 
get '$102 by way of grant then he would prefer that to a $100 tuition 
decrease. 

I don't think that is so. I think there are a lot of people who would 
be attracted by the $100 tuition decrease that would not be attracted 
by a direct grant program. There is the whole business of redtape and 
handout and so forth. It turns a lot of people ofi. 

I think the efficiency and effectiveness of your case is overstated. And 
with respect to that, I hope you are aware of the experiment conducted 
out in Wisconsin at two of the university centers during this [^ast aca- 
demic year, where they found that each $100 decrease in tuition re- 
sulted in an enrollment increase of between 4.S and 12.2 percent of tlie 
average increase for the Wisconsin system. A substantial number of 
the additional students who enrolled said they could not have attended 
college at all except for the combination of low tuition and geograpliic 
access, commuting distance. 

I am not at all sure, especially in liglit of tlie community college 
experience, that there isn't a lot to that. It may not be as rational as 
tlie model but it may be more realistic. 

In any event, I will want to emphasize I am happy to see your rec- 
ommendation of the committee. 

You would advocate, one, "that Fodei'al funding to undergraduate 
education be prhnarily through grants and loans to indiviclual stu- 
dents in accordance with tlieir ability to pay and, two, "that the fund- 
ing pattern of Slate governments place more eniphasis on grants and 
loans to students according to the same criterion, hiif' and it is the 
but I want to get some emphasis on because I don't think anyone really 
has read this into your recommendation. 
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I know it is a part of your original recommendation because your 
argument is all the other way, but that the States have a wide range 
of choice between direct student support and support of institutions. 

Presumably, if a State wanted to go in a direction that places much 
heavier emphasis on providing easy access to low- or no-cost public 
higher education, and wanted to put more into their institutional 
support, that wouldn't be disagreeable to you gentlemen. 

Mr, Eum^LE. TJiat is right. 

Mr. O'Hara. I want to thaulc you very much for coming. 

Mr. Eberlk. Mr. Chairman, tliank you for the opportimity for my 
colleagues and myself to bo liere. I would simply close by saying I think 
we Jnive a common objective which is more sui)port for quality 
education. 

We may differ on some of the Avays, but the crisis is here and wo are 
going to have, to move fairly quickly or both public and private schools 
are going to be under even greater pressure than they are today, 

ill.*. O'Hara. I want to assure 3^ou the committee is moving. It will 
take a little while. 

Thank you very much. 

The subcommittee will stand in adjournment. We will meet again 
at 10 o'clock tomorrow morning in this room to hear from witnesses 
from the Carnegie Commission and the Newman Task Force. 

[Whereupon, at 12:22 pan,, the hearing recessed, to reconvene at 
10 a.m. Tuesday, June 25, 1974], 
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TUESDAY, JUNE 25, 1974 

House of Representatives, 
SpEciAir SuBCo:MMirrEE OK Education 
OF THE Committee on Education and Labok, 

Wcishington^ D.O. 

The subcommittee met at 10 a.m., pursuant to notice in room 2201, 
JRayburn Honse Office Building. Hon. James OUara presidmg. 
present: Eepresentatives O'flara, Dellenback, Lehman, and 

Benitez. ^ m a. ^ \ 

Staff present: Jim Harrison, staff director; and Ehiora ieets, clei'k. 
Mr. O'Hara. The Special Subcommittee on Education will come 
to order. Today the subcommittee will continue taking testimony from 
organizations that have been doing research and nialang recommenda- 
tions in the area of our own current concern, that is, student assistance 
programs. • i 

Our witnesses today are going to be representing the Larnegie 
Council on Higher Education and the Newman Task Force. But botoro 
we turn to the witnesses speaking for the Carnegie Commission and 
the Newman Task Force, we are privileged to have with us this morn- 
ing one of the Nation's outstanding public servants and educators, 
Ai-turo Morales-Carrion, president of the University of Puerto Kico. 
formerly Deputy Assistant Secretary of State for Latin American M- 
fairs 

President Morales-Carrion has asked to be heard briefly on tlie issues 
as seen from the point of view of his institution and of the Common- 
wealth of Puerto Eico. 

Mr. President, would you please take your place at the witness tabk\ 
We would like very much to hear from you. 

STATEMENT OP HON. ARTURO MORALES-CAREION, PRESIDENT OP 
THE UNIVERSITY OP PUERTO RICO 

Mr MoRALES-CAimtON. Mr. Chairman, members of the subcommittee, 
as president of the University of Puerto Kico, I am vei-y appreciative 
of the opportunity to make this brief statement before the U.b. House 
of Representatives Special Subcommittee on Education regarding the 
needs of Puerto Rico in the student assistance program. ^ 

I am grateful for the subcommittee's interest in the sub]ect^and 
reassured by the presence on the subcommittee of the Resident Com- 
missioner of Puerto Rico, Hon. Jaime Benitez, one of our top expoi'ts 
in the field, particularly Imowledgeable in all mattei-s pertaining to 
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:the Uiiiversity of Puerto Eico, which he led for many yeai-s with 
marked distmction. 

I am coordinating with Mr. Benitez our efforts to present to tlie Con- 
gress full information on the student assistance program as well as 
on the overall needs of our university system. I have given the Eesi- 
dent Commissioner a long statement in Spanish which I recently pi-e- 
sented to the Commonwealth legislative assembly concerning tlie ur- 
gency of additional funds for the imiversity, so that both he and the 
committee are well informed as to our present situation and our 
critical iieeds. I regret, sir, that I don't have a translation at this time 
to insert into the record. 

I am submitting for the record a letter I wrote on June 20, 1974, to 
Chairman O'Hara in which I outline tJie operation of our student as- 
sistance programs, financed by both the Federal and the Common- 
wealth (governments, and adding up to a total, in round figures of 
over $14 million. Approximately half of tliis amount— $7,240,000— 
comes from Federal sources while the other half is fimded by the 
Conmioinvealth. The Commonwealth contribution, however, and I 
would like to stress this point, is mainly for scholarships— $6,746,- 
000— while the bulk of the Federal money goes to work and study 
aid— $1,600,000— or Federal guaranteed loans— $2,667,000, 

The Commonwealth legislative assembly has appropriated over the 
years geiierous sums for student scholarships, as evidence of Puerto 
Rico's faith and interest in higher education. This steadfast public 
siipport has enabled the University of Puerto Rico to evolve into an 
islandwide, State system of higlier education. Its dynamic o-rowth is 
attested to by the fact that we now have over 50,000 students in three 
campuses, six regional colleges, which are the equivalent of conumi- 
nity colleges on the mainland, and one university colleo-e; and we 
f^'^l^^^l'.^* projections are correct, to have 23,000 additional students 
by .1980. 

We are facing this great challen^re of gro^Hh basically with our own 
Commonwealth sources. The Federal contribution is less than 15 
percent of the university's operational budget—a propoition si<>-- 
nihcantly smaller than that received by an average State iustitutio]i on 
the mainland. Jlay I remind the subcommittee that accordino- to the 
report of the National Commission on the Financing of Post.^econda i-y 
Education, 27 pei^'cent of the income of postsecondary educational in- 
stitutions on the mainland was received from the 'Federal Govern- 
ment — page 130. 

We need an increase in resources for both student assistance and 
institutional development. We must strengthen in Puerto Rico our 
odiicational offerings at all levels: Undergraduate, graduate and pro- 
iessional, and m the critical area of manpower rainino' for .cohort 
careers, teduiologically oriented. Alone:side with broad emphasis on 
a liberal education, vital to the understanding of a modern democratic 
society, we must stress technical education leading to productive em- 
ployment in an mcrensnigly industrialized economy. And we nni^t seek 
now ways to make education available to alL through the expansion 
ol. extension services or the new emphasis on continuing or furtJier 
education. o 

Dollars invested by the Federal Government in Puerto Rico's higher 
education, therefore, will go a long way in helping the Conunonwealth 

o „ 17 i 



ERiC 



175 



a critical stage in its development. Eeally our mam assets, gentle- 
men, are our human resources. The more we train them, the more they 
-can contribute to develop in Puerto Eico a productive, healthy, demo- 
cratic society. They are, we tliink, a great multiplier of effort and 
hope. We shall do our utmost with our own limited fiscal funds, but 
the Federal Government can give iis a good helping hand in our 
•endeavor. . . 

Mr. O'Hara, I might say that you have a champion here on tlie 
.committee. The University of Puerto Rico is certainty not going to be 
overlooked with our good friend, the Resident Commissioner, Mr. 
Benitez, as a member of the committee. He is going to make sure we 
. don't overlook the needs of ^L"h6^ university, or of the people of Puerto 
Rico. 

I am concerned with respect to the statement in your testitmony 
pointing out the lower level of support for the "University of Puerto 
Rico than the average level of support from Federal sources for post- 
secondary instruction on the mahiland. I wonder if— and I don't hap- 
pen to have a report of the Commission right bef ore me, but I wonder 
if you could recall for us any reason why that might be the case. 

Mr. Morales-Cakrion. There are several reasons. For one thmg, 
sometimes we are unaware of possibilities of Federal aid to the Island. 
There are programs which have been extended to Puerto Rico but 
sometimes we don't have sufficient information on the nature of the 
programs, the conditions that have to be met m applying for Federal 
aid, the deadlines and so forth. 

We have to develop the art of grantsmanship m certain areas in 
the sense that we, in the competitive grants, have to prepare our pro- 
posals according to certain formats which are devised here ni the 
United States. Sometimes we get information too late. It is sent by 
surface mail and we get this iiif ormataion late and there is practically 
little time for us to get together and work out our proposals. 

But, in general, I think many of the problems that we have m the 
field of hio-her education have not been realized by the Federal agen- 
cies here and we are trying now, with the help of tlie Resident Commis- 
sioner here in Congress, and with the help of the Office of Puerto Rico 
in Washington and with our own personal efforts, to establish more 
of a Puerto Rican presence before the educational agencies of the 
Federal Government. ,r ^i • o 

Mr Bkniit^z. Will you yield for a moment, Mr. Chairman^ 
]\[r. O'ITara. Yes. .... t .1 

Mr Bexitkz. I may add two or tliree reasons why this is so. In the 
first place, the Universitv of Puerto Rico, until quite ivcently. has not 
been a doctorate university and it has coiioentratod preemmout ly on tlic 
B.A. degrees and the professional scliools. Now, most of the Federal 
funds available are 011 a competitive basis for research purposes and 
for tlie postgraduate, sludcnt, which we are developing now. 

The reason why I was so interested yesterday in the discussion coii- 
cernino- whether 'there should or sliould not be direct grants for the 
colle<''e program is because certainly I believe that the college programs 
are p'aramount. But this is one of the fundamental responsibilities o± 
educntion whicli gets blocked out of assistance, if you doiit have sup- 
porting postgraduate and graduate programs. 
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To go oil to the otlior point, President Morales-Carrion is making 
is tliat most of the higher education grants are at present on a rather 
competitive request basis and in Puerto Eico, because we have been 
ont^side of the mainstream, we don't participate as the others do. 
^ Mr. 0'Har.v. I notice, Mr. President, that there is ratlier a substan- 
tial program of scholarships ? 
Mr. Morales-Carkion. Yes, that is riglit, 

Mr. O'PIail-v. On what basis are they awarded? Is it financial need 
or academic promise? 

Mr, Morales-Carrion, Basicall}^ financial need, and academic per- 
formance are taken into consideration. But the basic criteria is related 
to the financial need of the student. We are trying to see that every 
student who requests some financial assistance is able to get some kind 
of aid from the University. As we describe in the letter, ^ve have a 
rather complex system of combining the legislative aid provided by 
Puerto Eico with the different types of aid from Federal sources. 
Mr. 0'Har.v. Mr. Dellenback, do you have any questions? 
Mr. Dellenback. Thank you, Mr. Chairman. 

Mr. Morales-Carrion, we welcome you and are grateful for your 
statement and for yonv coming to us and gi^•i^g us the benefit of your 
knowledge. I would join, as need bo done, the exjprevssion that the chaii*- 
man 'already put in the record about the concern and interest that Dr. 
Bciiitez has sliown. He really does follow this carefully and I am sure 
he is on tlic siibcommittoe because of his own deep interest as well as 
his very extensive experience in tins field of post^cfondarv education. 

We consider him a very valuable member of the subcommittee and if 
tliere is any question about that among his home constitutiency, we 
hope tliat you disabuse them of any concern and let them know liow 
valuable we consider him as a member. 

I note tluit in line with what this subcommittee is looking at. you 
have confined your dollars testimony to the question of student assist- 
ance programs. 

Mr. Morales-Carrion. Riglit. 

Mr. Dellenback. I note from what you say that the total figure of 
about $14 million is split about 50-50—50 percent from the Common- 
wealth funds and 50 percent from the Federal money. 

Do you liave any figures for us tliat would deal with more than 
the student assistance programs? I gather when you get down to tlie 
pei'centage of total income you are not dealing just with student as- 
sistance funds, but rather you are thei-e dealing witli total income 
when you say the Federal coiitribution is less than' 1 5 percent to Puerto 
Rico whereas it averages 27 peivent of the income of postsecondarv 
institutions on the mainland. What is tlie total Federal contribution"? 
Do you liave a figure on that ? 

Mr. Morales-Carriox. 1 don't have that. It depends on the pro- 
grams you see, because we liave scliolarsliips and we have conti-ihutions 
made to the Nuclear Center which add up to nearly $8 million. We have 
a very substantial contribution made to the medical sciences and dif- 
ferent grants, smaller grants, I should say, and then there is a sulv 
stantial contribution to the agricultural agencies which have a Ion"* 
history behind them. 

If we add nil of the contributions that we jret to our operational 
budget, including, let's say, contracts with the Commonwealth by dif- 
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ferent agencies, and contracts with the Federal Government, or these 
grants from the Federal Government, the total would come to be 
aroimd $160 million. The figure I got yesterday from our budget 
officers is that the Federal contribution would be m the neighborhood 
of $24 million out of $160 milHon. It is in the neighborhood of 15 
percent. But that is adding the contributions made to the afrricultural 
agencies, which is a contribution mainly for the support of extension 
work. So, we cannot consider that too much of the contribution. 

Mr. Benitez. Will the gentlemen yield ? I unfortimately have a good 
memory and can remember very wtUl the distribution of these f und§ 
when I had to deal with them. The principal sources of income is for 
the experimental stations, agricultural experimental stations, and the 
extension ser\'ice, and these would add, now, under the terms of what 
Mr. Morales-Carrion speaks of, about $8 million. 

Then you have the contribution to the medical center. We have a 
very large medical program iu the school and we would be getting 
something like $8 to $10 million as far as the research work that is 
going on m the medical school. Then the rest includes this fund for« 
student assistance and programs that get special support, such as 
in education where we have a number of programs which complement 
the cla.ssroom such as work-study programs and so forth. 

But, basically, the exti'aordinary thing about this is that there is 
very, very little Federal funds going directly into the support of the 
in>titutional education program of these 50,000 students at the uni- 
versity level. The medical schools is limited, and with respect to the 
ap-rioiiltural school we are talking about a very small group, and 
likcAvise funds going for a nuclear science is for research on atoms 
for peace. So very little of the moneys go directly into the educational 
pi'ooess of the 50,000 students. 

Mr. Dellbnback. Excuse me. Go on. 

Mr. Morales-Carrion. We have a very small, limited number of 
grants in that particular area, but notliing significant. 

Mr. Dellenback. That is helpful in gi\nng me the total dollars but 
what I am thinldng of also, Mr. Morales-Carrion, and I say this to my 
colleague, Dr. Benitez, as well, are we finding that we have in exist- 
ence Federal programs from which schools on the mainland benefit in 
which the University of Pueito Eico is unable to participate because 
of the nature of the law that we have constructed ? 

Are you aware of any substantive la^^•s where, because of the way 
we have constructed the authorizing legislation, there is a favorite? 
Or, is the difference insofar as percentages on the island versus per- 
centages on the mainland l-)ecanse of the' types of things you referred 
to. for example, an inadequate flow of information ? 

T am trying to make a distinction in my mind between what Ave have 
to do legislatively to modify laws already in existence, and what needs 
to be done to be sure the provisions of those laws are made known to 
students on the island. 

Mr. Bkotixz. If T may. T think we will ha\-e to look specifically into 
this question, which I think is a very fine question and we will try 
to <}five the answer directly. 

Mr. Deixenback. I would be xovy sup]:>oi'tive of making changes 
if there are blocks in our authorizing legislation whereby students of 



ERIC 




178 



the Common^vealth are not privileged to participate for one reason^ 
or another. 

Mr. Beottez. The program of the student assistance is not the key 
problem. This to which we refer now is the overall budget respon- 
sibilities of the university. 

Mr. Deixenback. We aiDpreciate your testimony againj.Dr. Morales- 
Carrion. 

Thank you, Mr. Chairman. 

Mr. O'Hara. Mr. Lehman, any questions? 

Mr. Lehman. No. 

Mr. O'Hara. Thank you very much, Mr, Morales-Carrion. 
Mr. Morales-Cakrion. Any other information, I will be happy to- 
present to you. 

[Materials submitted by Puerto Rican institutions.] 

UrflVERSIDAD CaTOLICA DE PUERTO RiCO, 

Ponce, Puerto RicOj June U, 197Ji. 

Hon. Jamks G. O'Hara, 

Ch airman, Sul)Committee on Special Education, 

Wash 171 f/ ton, D.G. 

Dear Sir: By way of an official request from the Honorable Jaimn Bciiitoz,, 
Resident Commissioner of Puerto Rico, the Catholic University of Puerto Rico 
i.s presenting to the Suh-Conimittee on Special Education, for the purpose of 
the puhlic hearing on Federal economic aid programs our reflections on isaid 
program based on our experiences. 

For fiscal year 1973-1974, the Catholic University of Puerto Rico obtained in 
Federal monies for the purpose of student aid the following : 

National defense student loan Sll, 970 

Supplementary educational opportunities grant 364,477 

College work study 402, 969 

Basic education opi)ortunities grant 301,' 130 

Coop education IIIIIIIII 15, 000 

In addition to federal aid this iD'^titution was granted, during the same period, 
from stiXte scholarships the amoiJit of J{;3S9,020. With a student population of - 
over 6,500, 87% received aid, without which they could not have continued their 
education, and the university could not have survived. Therefore, Catholic X/ni- 
versity of I^uerto Rico supports the legislation which help the stuxlents reach 
their higher education goals. 

Considering that the family income of over 80% of the student population i.s 
under .$6,000, and with the ever increasing cost of living in Fuerto Uico, we 
recommend that the guide lines governing tlie awards of student aid reflect not 
only the family income but also this extreme increase in the cost of living in 
Puerto Rico. 

Another problenmtic area for the Catholic University which concerns student 
aid, is the delay in the BEOG forms coming from Washington. Aid packages 
prepared for our needy students must be re-done because of BBOG's aid could 
not have been considered at tlie time aid packages were prptared. If this probI< a\ 
could be rectified we could avoid the present duplicity of work and facilitate to 
our needy students a more efficient process. 

Again, on behalf of the Catholic University of Puerto Rico, I endorse the 
legislation now under consideration by your Sub-Comnrittce which provide federal 
assistance to the millions of needy students striving for higher goals in education. 

I remain 

Cordially, 

Francisco J. Carrer.\s, 

President, 
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Universidat) de Puerto Rico, 
Rio PiedraSt Puerto Rico, June 20, 1974. 

Hon. James G. O'H^"^, 

Chairman, Special Subcommittee on Education, 

Washington, B.C. 

Dear Mr. Chairmai^ : In compliance with a letter of the Honorable Jaime 
Benitez, Resident Commissioner of Puerto Rico, with regard to the public hear- 
ings being held to examine and evaluate the Federal Studeut Assistance Pro- 
grams, I am submitting a series of observations on how these programs are 
faring ,in-N]puerto Rico. Also included in this report is a table which presents 
the Financial Aid Programs, the number of recipients and amount awarded for 
the fiscal year 1973-74. 

Theire is no doubt that both the Federal Student Aid Program and the Scholar- 
ships Program, provided by the Commonwealth Legislative Assembly have been 
very effective, since they have afforded an opportunity to a large numbea* of 
students to begin and-continue their college education. 

The vast majority of our students come from low-income families and it would 
be impossible for them to attend institutions of higher education without re- 
ceiving some type of financial aid. It is necessary tor many parents to borrow 
money in order to meet the basic educational needs of their children, creating in 
this way, another burden in tiie financial situation of many Puerto Rican families. 

At the University of Puerto Rico, there are three types of basic financial aid 
program for students; scholarships (becas), work and studi/ and loans. The 
main difference between them is that in the first type— /fte hecas, the student re- 
ceives financial aid or payment exemption, and does not have the obligation of 
repaying the funds received. Nevertheless, he could have the obligation ot render- 
ing some services while benefiting from the heca. The second financial aid 
program is the work'Siudy program, in which the student works in-campus or 
olt-campus for a number of hours a week and receives payment for his services. 
In the third program, the loati program, the student receives money but must 
assume a repayment obligation, under very favorable payment conditions in 
terms of amount and dates for repayment, type of interest and possibilities for 
reduction of payment (sucli as cancellation of part of thfe debt or its totality). 
It must be pointed out that the vast majority of students must reimburse the 
whole amount 

At the University of Puerto Rico, every effort is made to provide financial 
aid to the student who requests assistance. However, the students hava a marked 
preference for the hecas because they do not have to repay the funds received. 
The funds for hecas are not suflicient, and once exhausted, the student is offered 
worlv, Jederal loan or a package aid, according to the amount of funds the 
institution has available. Those who do not receive assistance due to lack of 
funds are off'ered the opportunity to apply for bank loans federally guarantee<l 
(FISLP) to meet their costs of education. For this reason, all students applying 
for assistance receive some type of financial aid from one source or another, or 
from a combination of sources (package aid), depending in the student's parfic- 
uliu* financial condition. 

We are making all efforts to convince the students tJiat work as well as loans 
are financial aids. But for various reasons, they prefer the aid received through 
hecas. 

As to date, we do not have the exact figures available for the number of stu- 
dents who do not enroll due to the lack of some financial aid. On the other hand, 
in many cases once the students are awarded financial aid through the programs 
of work or loans, they abandon their efforts and do not continue tlieir studies. 

Neither do we have exact information to detenniue if the reason for discontinu- 
ing their studies is of a financial nature, since this is rarely indicated in the 
withdrawal form that the students must fill out. AVe are studying this aspect of 
the problem, for we believe that financial needs are the cause for many droi)-out 
cases. 

Without federal funds, our institution will not be able to provide financial aid 
to the large number of students who apply for such assistance. But in an iustitu- 
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tion such as the University of Puerto Rico, which for the present year, 1973-74, 
has an enrollment of 50,500 students, the existing resources, both state and 
federal, are not sufficient to meet the demand of all needy students. Many stu- 
dents receiving financial aid are not receiving enough, and many others are not 
receiving any. The aid given covers the basic expenses such as tuition and fees, 
books, room and hoard, and 1^'insportatlon, but does not cover laundry, clothes 
and personal expenses/This would permit their enrollment, but their stay would 
not be guaranteed. 

Several problems arise in the implementation of federal programs. For ex- 
ample, the Basic Educational Opportunity Grant Program, (BEOG) controlled 
directly from Washington, uses only one standard for determining the eligibility 
of all the nation's applicants without taking into consideration the variations 
in the costs of education and the differences in the cost of living of the different 
places. The allocation as well as the determination of eligibility should be in the 
hands of the institution of higher education. 

With respect to the Federally Insured Loan Progi-am (FISLP) it is neces- 
sary to find a way to speed-up the procedures to obtain the loan, for on several 
occasions a considerable amount of time has elapsed from the date of applica- 
tion to the date on which the first check is received. When a loan is applied for, 
the hank shonld onl5^-receive the recommendation of the institution and the prom- 
issory note specifying the amount recommended. Emphasis must be given to the 
neod of establishing an office in San Jxian to handle applications from Puerto Rico 
and the Virgin Islands. 

Finally, the creation of a single application is reconnnended. This application 
should be in the hands of the institution of higher education. The institution 
should determine the eligibility of students and should recommend the program 
or programs that better adjust to the financial condition ot each applicant. More 
flexibility should be allowed in determining the eligibility of the .students and a 
better evaluation of the students college-related expenses should he made. It is 
also recommended that the elements used to determine the needs of a Puerto 
Rican family be obtained from actual facts and not from theoretical conclu- 
sions, and that uniform methods for determining need be established for all 
Federal Student Aid Programs. 

I trust this information will be of help to the Sub-Committee in its deter- 
mination to examine and evaluate the Financial Student Aid Programs. 
Coruially yours, 

Arturo Morales Garht6n. 

President 

Enclosure : 

UNIVERSITY OF PUERTO RICO, OFFICE OF THE PRESIDENT, ESTIMATED FINANCIAL AID 
AWARDED TO STUDENTS, 1973-74 

Numbir 

Programs of Aid 

recipients 1 awarded 

Legislative Becas 11,500 $6,326,247 

Supplemental educational opportunity grants 2,500 997,734 

Basic educational opportunity grants 2,954 1,300,000 

Other grants i. 150 120,000 

Su btota! - - 17,104* 8, 743,981 

College work-study program 3,000 2,000,000 

National direct student loans 715 ,400,000 

Federal granted loans 2, 700 2, 667, 000 

Health profassions student loan 230 290, 000 

Cuban student loans , : 66 58, 430 

Others loans 125 8. 000 

Subtotal 3 .836 3,423, 430 

Total 23,140 14, 167,411 

1 Please note this is not a single count. The student's needs are satisfied by a financial aid package. 

Mr. O'Hara. We will be in touch with you, you can be sure. We 
are interested in seeing that equity is provided for the university. 
Our next witness was a member of the Newman task force, a group 
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of distinffuished higher educators who were asked some time ago by 
the Department of Health, Education, and Welfare to examine the 
stute of higher education and to report on its needs. -Dr. Kusseli 
Edgerton, who is also deputy director for the'fimd for the improve- 
ment of postsecondary education will speak for the task force _ 

However, a word of clarification is in order with respect to Dr. 
Edgerton. He was invited to testify with regard to the report o± the 
Newman task force and he has been assured that the subcommittee is 
not going to attribute any statement he makes in that Qapacity 
being the views of the fund. As difficult as it may be to distinguish tlie 
private and public views of people in public office, I have assured Dr. 
Edorerton I will do my best to do so and I hope those present at the 
heading today will likewise realize that Dr. F.dgerton is not repre- 
seiitino' the fund for the improvement of postsecondary education. 

Mi.'^Edgekton. Thank you very much, Mr. Chairman. I am sorry 
I have been abandoned by my colleagues, Mr. Newrnan and Bill Can- 
non But rather than reschedule che hearing at a difterent time, your 
staff decided that we should go ahead and I am happy to do my best 
in presenting some of the views which the task force has cojne for- 

^^]^ C)'Hara. I might just interject that I think it is a very healtliy 
thino-' that we have views formally presented because I am sure we 
are ^oing to have them urged upon us by Dr. Andringa, who ^ns- 
one of the distinguished members of the task force and is very much 
a part of all of our deliberations and discussions. I am sure he is 
croino^ to malce sure that the task force's views are well attended to, 
before he is through. But, we would like to hear ]ust what you have 
to say. 

STATEMENT OE RUSSELL EDGERTON, DEPUTY DIRECTOE, PUND 
EOH THE IMPHOVEMENT OE POSTSECONDAEY EDUCATION, AP- 
PEARING EOR THE NEWMAN TASK PORCE, ACCOMPANIED BY 
MARTIN CORRY, EXECUTIVE DIRECTOR, NEWMAN TASK EORCE 

Mr. Edgerton. Thank you. I would like to introduce Martin Cony, 
who was the executive director and coordinator of the tasl^ force lor 
the past several years and the cement which kept us all together. 

Two introdnctorv points. Tlie Xewman task force is dilferent trom 
the other groups which have presented testimony to you, m that it was 
initiated by the executive branch and included an interesting niix ot 
independent educators and Government officials. It was charged by the 
executive branch to speak to and not for the Federal Goyerrmicnt or 
certainly for the Department of Health, Education, and Wellare. So 
we have constituted ourselves as a kind of ongoing public-private sem- 
inar on higher education for about 4 years now, and have prohtecl 
areatly from the mix and exchange of views and the kind o± partner- 
ship which has developed between tlic Government representatives and 
tlie independent representatives. , ,.1 u • • 

Let me reinforce and reiterate yoirr generous pomt at the beganning 
that I do not speak for the administration or the Federal Government, 
but for tlie Newman task force. 

Second, we assessed our comparative advantage not m terms ot un- 
dertaldng the kind of sophisticated economic analysis which has been 
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done by groups such as "CED such as the National Commission on 
Finance and Postsecondary Education, but rather we decided tliat our 
comparative advantage lay in reflecting upon the changing conditions 
m society and in higher education and relating those conditions to 
rationales and forms and procedures of Federal support toward higher 
education. 

The product of our thinking over tlie last i years has been two task 
force reports, one issued in March 1971, now called the first Newman 
report, and the second one issued in October 1973, which is referred to 
as the second Newman report. But we also have in addition to that, a 
number of occasional papers, background studies to justifv our partic- 
ular recommendations, such as the "GJ. Bill for Community Service," 
which I will mention this morning. 

Three of our specialized papers have been published, "The GJ. Bill 
lor Community Service," "The Report on Graduate Education" and 
"Ihe Report on Data and Decision Making." 

Several others are short of being in publishable form. We still have 
ambitions of finishing them, but we find that the task force efforts go 
on, and on, and on, and at .some point we have to stop and call it quits. 
We are about at that point. 

TJiinking about what we have written and how it beai*s upon your 
concerns with title 4. 1 would like to synthesize our ^news around three 
topics One, the implications of what we call the paradox of access, 
bccond, the implications of the so-called new domain of postsecondary 
education. And third, the implications of the increasing pressures for 
accountability, particularly reflected in the policies of State govern- 
ments, but also revealed in the commission on financing postsecondary 
education, and of great concern to the Federal Government in the ex- 
ercise of increasing management responsibilities over higher education. 

Let me turn quickly to the implications of what we call the paradox 
of access. We were veiy impressed with the fact that as college oppor- 
tunities are made more and more available, as college becomes an ex- 
pected part of growing up in America, going to college becomes less 
and less a matter of deliberate self-conscious choice on the part of 
young students. Rather, many students, we found, were drifting from 
high school into the 13th and 14th year of college without really stop- 
ping and going throut'h a kind of 'process which one would hope one 
would go through, before one utilizes the kind of expensive public re- 
sources for hisrher learning which are involved in a collegs-5)du,cation. 

So, the problem we posed for ovirselves was, "How does orie, in a 
•society becoming increasingly equalitarian in character, preserve col- 
lege as a place for students wlio are really motivated to learn?" Stated 
differently, as the Federal Government incrementally removes the 
harriers of the lack of income to go to college, and as college removes 
the barriers of selective admission policies, on what basis docs it become 
reasonable to select new students to attend higher education ? 

Our concern about these problems was reinforced by the fact that 
preparation for adulthood generally in our societv is becoming more 
and more a matter of formal schooling. School is becoming more and 
rnoro an inclusive social institution within wliich people grow up, rela- 
tive to other institutions. 

Jim Coleman, in a recent study for the President's Science Ad- 
T^oiy Committee, wliich I commend to this committee, entitled 
Youth to Adult : Institutioii^in Transition," focused a lot of analysis 
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^011 this veiy problem. Schools institutionalize young people in rela- 
tively passive roles. Higher education is, in a sense, a spectator sport. 
Opportunities for leisure activities outside Mgher education institu- 
tions are increasing, but opportunities for young people to contact or 
come into contact with the productive aspects of American society are 
decreasing, through minimum wage legislation, difficulties in getting 
jobs and all sorts of other phenomenon whicli the new Coleman repoi*£ 
describes. 

So, this reinforced our concern about the tendency of the paradox 
of providing increasing opportunities for students, the paradox being 
tliat those opportunities might be less valued then they were previ- 
ously. In addition, we were impressed with the fact, although this is a 
controversial point, that direct experience, stopping out for a time in 
one's educational career, produces a more motivated student in return- 
ing to college than would otherwise have been the case if the student 
Iiad stayed in school. 

We have done, on Martin Corry has done, a fair amount of investiga- 
tion of the experience of World War II veterans coming back to col- 
lege. Many educators argue bnat this was the *'hayday" of American 
liigher education, that these people coming back from World War II 
•were the most highly motivated and effective students American higher 
•education ever had. So, coming off of those various concerjqs, we have 
recommended that the Federal Government give consideratimi to a new 
basis for supplementing existing student aid programs, aftiew basis 
for award of student aid, based on the analogy of the GI bill ; that is, 
allocate student aid funds to students ^yho stop out for a period of 
service, not military service, but domestic service and various volun- 
tary and social action programs. These students would accrue bene- 
fits on a monthly basis for their service similar to the benefits which 
people in the military service accrue. Then these beneiits would bb 
applied against tuition requirements when they reenter postsecondary 
iDtlucation. 

In addition, we have some reconnnended modifications in the work- 
study program, based on the proposition that work-study is now essen- 
tially a technique of financing access to college. It could become a 
technique for making the learmng and work experience more integral 
in nature and more effective as a part of the student's college career, 
particularly if one could recaptiu'e some college work-study funds and 
provide them on an incentive grant basis to colleges for making those 
work opportunities really meaningful. Here we could learn something 
from the university year for action program about the value we would 
get from these increased student aid dollars. 

Second, the implications of the new domain of postsecondary edu- 
cation. You, on this committee, have wrestled with this problem. And 
I remember early in the deliberations of the National Commission on 
Financing hearing rumors that the first two or three meetings were 
spent trynig to draw the boundaries of the enterprise the Commission 
was supposed to study. It is a very tough problem. 

In your consideration of the student aid program, title IV, eligibility 
considerations rim all through your deliberations. The issue — what 
are the implications of this new domain of postsecondary education 
for drawing eligibility requirements for student allocating and in- 
stitutional aid?— is a subject which we feel is of urgent importance 
And not sufficiently discussed. 
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Increasingly, since 1952, this comniitteo and tlie programs under its 
jurisdiction, has delegated to professional and regional accreditating 
associations the responsibility for determining eligibility for a variety 
of educatonal programs. We are impressed with tJie burdens wliicli 
have been put on this system of accreditation. Let me mention tliree in 
particular. 

Accrediting agencies are by nature fraternal and exclusionary orga- 
nizations of peers, with a natural tendency to resist emergence of new 
professional groups or occupations, and thus to lag behind in tlioir 
inclusion of membership the new kinds of institutions and new forces 
that are emerghig in society. Even the 2-year colleges had to figlit to be 
included in the regular accreditation system. 

With the professional societies, the conflicts and disputes between 
established groups and emerging professional groups are even more 
iinportant. So the first problem is that there are the institutions that 
might be eligible for Federal funds that are not now included in the 
jurisdictional purview^ of existing accreditation organizations. 

The second probleni is that the interests of the accrediting agencies 
are really in the quality of the academic pro<rranis, not tlie new con- 
cerns and accountabilit}'- responsibilities of tlie Federal Govcrnniont 
for policing a whole variety of new institutions for fraudulent prac- 
tices. Truth-in-lending practices, defaults on the guaranteed student 
loan program, and oQier issues, are really too mucli io expect peer 
inembership associations to undertake in beJialf of a Federal responsi- 
bility. In short, the interests of the Federal Government exceed in 
some areas the appropriately legitimate and expected activities Mliicli 
w^e can ask of the accreditation agencies. 

The third problem is less noticed than tlie problem of loan defaults 
and the concerns of articles one reads in the Wn.shinoton Post by 
reporters such as Eric Wentworth. It is that, in some cases, the con- 
cerns of the professional and regional accrediting agencies exceed the 
concerns of the Federal Government. Various professional and 
regional organizations are concerned about a range of academic input 
standards — the quality of books in the library, the number of creden- 
tials of faculty members, the characteristics of the plant — which are 
not necessarily related to the ability of those institutions to provide 
cost-effective education for the students who enroll in them. 

So we see, in a number of areas, less than a total coincidence of inter- 
est between the accrediting mechanisms and the Federal Government. 
We believe that there has been a tendency to rely excessively on the 
accrediting mechanism for the purpose of satisfying a number of eli- 
gibility functions at the Federal Government and ii variety of program 
needs. We have a number of recommendations to make about that. We 
can o:et into them, if you wish, after my formal remarks. 

The final implication I wanted to talk about, in relationship to tlie 
particular concerns of this committee, is the increasing accountaliility 
])ressures which are being converted into demands, by Federal and 
State Governments, on institutions. 

Increasingly, across the Nation, particularly on the part of the 
States, we are witnessing tighter and tighter budgets, line-item 
budgets, faculty contact hour legislation, other kinds of cost-time re- 
quii'ements — efforts, in shoit, designed to specify the resource input 
requirements in great detail, in the hope of leveraging n^ore efficiency 
on the part of educational in^^itution.s. 
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Increasingly, we find that reporting requirements are escalating, 
dramatized bv the National Finance Commission's recommendation 
that there should be uniform cost standards developed for all acadeanic 
institutions. 

Increasing! V, States are developing staffs which are more vigorously 
looking into questions of e^'aluation and assessment, approving new 
degree programs, declaring moratoriums on development of nc^y pro- 
g-rams, trying to work out jurisdictional treaties between public and 
private svstems. 

We feel that there are dangei-s in this trend if it continues hke it 
has in the last 3 to 5 years. The dangers are the building of internal 
rigidities into the histitutions, and removing the possibility that vari- 
ous oducatiouai institutions can compete with one another across 
jurisdictional lines on the basis of the quality of the services which 
thev offer. 

Clearly^ State officials and Federal officials use what leverage they 
liavc to solve problems which they perceive us important problems. 
AVe feel that regulatoiy activities tend to be easily grabbed hold of 
and easi ly misused, and that incentives tend to be too easily forgot- 
ten — ^yet in the long run incentives are effective. Thus, we encourage 
tiie States to use incentives such as student aid programs, and incen- 
t'lves such as discretionary grant fomidations, to achieve many of the 
same purposes wliich they would otherwise achieve by resorting to an 
increasing variety of regulatory, supervisory, and managerial activi- 
ties over the educational institutions. This is a general policy proposi- 
t'ojh It needs back up, detail and more conversation. But we hope that 
the debate and discussion concerning both the State student aid incen- 
tive programs, as well as the possibilities of encouraging more discre- 
tionary grant programs, can be viewed iu the overall context of "how 
does one encourage accountability in higher education?" We hope that 
sinq:>ly management techniques, putting the Government iu the role of 
managei*s of institutions, is not considered the only device for attain- 
ing accountability. Accountability can come through a variety of 
forces operating on. an institution, encouraghig the institution to move 
in socially pi'oductive directions. 

This concludes the three areas winch I wanted to identify as the 
thiiJving of the task force related to your title IV concerns. I have 
stated problems rather than specific reconnuendations. We have .some 
of tlmse and I can return to them in any of the areas you are interested 
in. Thank you. 

Mr. O'lLuiA. Of course, the series of articles appearing during this 
week in the Waslungton Post has aroused new interest in the whole 
jiccreclitation question. The Post articles are not the first ones to appear 
on the subject, as you know. 

I was wondering if the reports of the >Tewmaii task force liad any 
relevance to the questions that arc being raised in these articles and, 
if so, if you can elucidate on that subject i 

y\v. Edgkktox. We have some highly generalized statements about 
the accreditation and eligibility in' the second Newman report. We 
Ikia'C done a great amount of work hi a specialized paper which was 
published, or*", more ai)pi*opriately, leaked, in draft form in Noveniber 
1071. We are still refining this paper, and have not vet published 
a statement of our own position on accrediratioii and eligibility. 
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It is (liscnssod, liowovor, in a very comprehensive .and important 
study recently issued in draft form by the Brookings Institution, 
undertaken by Harold Orlans at the request of the Depailnient of 
Health, Education, and Wei faro, precisely to focus on the issues of 
the tie between eligibility and accreditation. Some of my hrfoiTnation 
is gleaned from that I'eport more than our own woi'k. 

Our basic pro]:)osition is that the policy now underway within the 
Office of Education is going in the wronjy direction. The policy now 
underway is that tlie accreditation and institutional eligibility staff 
of the Office of Education is increasingly developing more supervisory 
conti-ols over the i-egional and professional associations, trying to 
encourage them to talce seriously the Federal standards, and questions 
w^hicli the Federal Govei'nment needs to have answered, and reflected 
through the accreditation pi'ocess. 

We believe, in conti'ast, that there should be a clear separation be- 
tween eligibility, on the one haiul, and acci-editation, on the other ; that 
tlie Federal Govei'iunent, in all of its programs, should clarify the 
criteria by which eligibility is to be determined (such things as finan- 
cial responsibility, oi* on an honest disclosure policy), and then ask the- 
accrediting agencies if they wish to administer these Federal stand- 
ards in the normal course of their peer review evaluation. 

But the standards would be clarified — ^they are not now clarified 

by which, the Federal Govei'nment is making eligibility decisions. At 
the moment, the Federal Government lias simply procedural controls 
over accreditation. Congress delegates the eligibility functions to tVio 
Office of Education, the Office of Education delegates it to accrediting- 
agencies and nowhei-e in that process does one define what tlie crite"^ 
ria are by which the eligibility decisions are to be made. 

Second, we feel that too little attention has been paid to the pos- 
sibilities of protecting consumers by requiring reliable, honest, and 
data-based disclosure statements from educational institutions^ Foi- 
instance, if there were a requirement — and we would never I'ecom- 
mend this without going on an incentive basis and experimenting with 
it fii'st — that institutions aimually disclose the basic cliaractei-istics 
about their educational pi'ocess (the length of time, the time it takes 
average students to complete a degi^e, the facidty-student ratio, a num- 
ber of uidices which are related to the character, quality, and effec- 
tiveness of their educational progi'am), and if these statements were- 
available to students seekhig to eni-oll in institutions, students would 
have a more reliable basis for making intelligent decisions than thev 
do now. 

Glossy catii logs of colleges are not necessai-ilv the kind of documents 
that ono would use to make what could be called an investment deci- 
sion. It inay be that there are ways to develop categories of informa- 
tion winch could be provided. The professional associations, for 
example, now, in some of the disciplines, provide information about 
the average length of time it takes to got degrees. But this information 
IS not pulled together m one place, and it is not built into a kind of 
informational sys(ein which would put more and more responsibility 
and adenuate information in the hands of consiimei^s. 

Mr. OTIara. Like we should get a truth-in-education law. 

Mr. Edokrtox. Something like that. 

Mr. OTIara, That is a revolutionary proposal. 
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Mr. Edoerton. Less revolutionary and less interventionist than 
uniform cost standards. 
Mr. O'Hara. Well, I would say so, yes. 

Mr. Edgeuton. TJicre are a variety of prof^rams that seem to work 
adequately well, that do not rely on aceroditation at all. The social 
security benefit system payments is one, and most research and de- 
velopment funds and most nuuii)Ower training program funds do not 
utilize the existing peer review accreditation system as a basis for 
determining eligibility. 

In particular problem areas, such as the guaranteed student loan 
program, it may bc'tliat wliat we need is a kind of special purpose eligi- 
bility mechanism whicli takes some of the heat oil', sonio of the responsi- 
bility and the buo^xlen oil', the accreditation enterprise itself to satify 
those particular Federal functions. This would enable the accreditation 
agencies to do what the}^ do best. I have always thought that putting 
an accrediting agency team in the dual role of a cop to the Federal 
Government and a technical assistance consultant, looking at academic 
quality and being helpfid to the institution, isu very difficult kind of 
tiling to do. 

Mr. O'Hara. We could in effect require that the institution be an , 
acci'edited institution which also has certahi specified qualifications in 
addition to being accredited. 

Mr. Edgeutox. The Orlans study recommends that accreditation be- 
come one but not the only condition for eligibility. So that in some Fed- 
eral programs -at least, some of the problem ones, one would start with 
the accredited univei'sity and then develop i)roceclures and mechanisms 
for looking at some of the financial and other accountability interests 
that the Federal Government has. 

That solves, in part, one of the problems, the lack of interest on the 
part of , the 'accrediting agencies in being policemen for Federal ac- 
countability ; but it docs not solve the other problem of giving accredit- 
ing agencies a governmental sanction to increase the number of books 
in the law libraries ai'ound the cx^untry, or lean on programs because 
there are not enough Ph. D.'s in the night law faculties — all this, not in 
the name of ac<jreditation alone, but in the name of accreditation plus 
the leverage of the Federal Government's money. That is, I think, a 
serious problem. 

We also believe that NTE, the Fund, and other discretionary grant 
agencies, could encourage new modes of accreditation. The question in 
an e([ualitarian society is: "'Wlio are the peers? Who ought to be the 
l^eople that review educational institutions, and for what piu-posos?'' 
That is an hiteresting question and the question needs to be asked 
whether content specialists, which is essentially what the academic 
faculties are who now go out and accredit programs, are the only kinds 
of specialtiCvS or talents, i^equired to make the kind of judgments that 
we are talking about. 

That takes me back to the need to clarify what the judgments are 
that we are talking alx)ut. If we are talking about policing pi-o]:)riotai-y 
schools for tuition refund policies, and thhigs like that, academic peers, 
content specialists, are not necessarily the kind of peo]:)le you would 
automatically think of to undertake that task. If wo are talking al>out 
some other kind of judgment, then academic content specialists might 
be very valuable for that kind of task. So we need to so\± out the struc- 
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tural and functional questions, and develop some special purpose eligi- 
bility systems to solve particular problems. We need a specia -purpose 
eligibility system to solve the problems of the proprietary schools and 
defaults. We need a special-purpose eligibility system to enable new 
institutions tind different institutions to have access to the same beiieiits 
which established institutions which are accredited by. the membership 
acrencies also have, I don't know if you want to go on with that or not. 
llicse are general views, and I can get more specific. 

Mr O'Hara. I have not yet read the Orlans report and I am going 
to have to do that before we conclude these hearings and get into those 

^^Ifr ™DGERTON. I strongly encourage a hard look by this committee 
into that particular relationship, between eligibility and accreclitatioii. 
I think an airing of the issue with the foundation developed by the 
Orlans report would be a very productive thing for this committee to 

^^^ilr. O'Hara. Well, I have already promised Mr. Dellenback and 
others that we will consider that question before we complete our in- 
A-estigation and I have an intention to do so. 

Mr, Dellenback, any questions? 

Air, Delmxback. Thank you, Mr. Chairman. 

i must confess that I find this discussion provocative, and it raises 
a wliole series of roads which we ought to walk down before A\'e make 
a mechanistic or programmatic decision as a recommendation to the 
full committee. ^ ^- i i 

I have felt very strongly this is a fund that has great potential, and 
the moneys that I see coming out of the Appropriations Committee 
at this stage are. in my opinion, inadequate, 

Mr, O'Hara. Both you and others have spoken t;o me on that subject. 

Mi\ Delmk^back. Hopefully, it is a real interest which you ex- 
pressed in the past and where we go will lead to some significant joint 
action. I think rather than ask questions on specifics, or on the ideas 
that you have been talking about — which are very valuable — I will not 
go into the details now. 

I.have no questions, Mr. Chairman. 

:\tr. O'Hara. Mr. Benitez, any questions ? 

Mr. Benitez. Well, in the first part of your talk pertaining to para- 
doxes of providing educational opportunities you talked about the 
<>:rowingly passive role of university education. What are the manifes- 
tations of that, if you can give me an answer to that question ? Are you 
saying that education now is more passive than it was in the past ? The 
question is: I? this the consequence of the democratization of the 
university? 

Mr. Edgerton. JTo, I think that education is intrinsically an institu- 
tion in which young people are in a relatively passive role of reading, 
writing, listening, reflecting, abstract ii^asoning. That is fine, and there 
is an interesting debate as to whether or not academic institutions 
ought to involve themselves in additional kinds of nonintellectual 
activities or encourage students in them. The point I was trying to 
make is that this institution, which inevitably instructs people in a cer- 
tain way, has now been expanded to encompass more than half of all 
high school graduates in the country; and whereas some people learii 
best as listeners, and as readers, and abstract thinkers, there are a 
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lot of other* ways to learn, including engaging in problem-solving ac- 
tivity, engaging in work, being asked to be on a task force to study 
liigher education, testifying before a congressional committee — a van- 
<ety of ways in wliicli learning occurs. Wliat we have done is to expand 
one style of learning to over 50 percent of the 18-year-olds in the coun- 
try. That is a little simplistic, and a little strong, but that is the propo- 
sition. 

Mr. Benitez. My difficulty with your explanation is in the assump- 
tion that reading a book is passive activity and it would seem to me as 
a confirmed bookwoi*m, that reading a book can be not only very stim- 
ulating, but intellectually active and that in a basic sense we make a 
very serious mistake if we assume that activity, initiative, imagina- 
-tion, creativity doesn't involve movement and action. Most of the im- 
portant things that you associate ^vith man's intelligence take place 
without particular movements. So I didn't want the education in- 
volved in operating and working library-tabbed with the implication 
of passivity. 

Mr. Edgerton". I don't want them tabbed either. I would agree with 
Tthat. 

Mr. Benitez. OK. Thank you veiy much, Mr. Chaii*man. 
Mr. O'Hara. Mr. Leliman. 

Mr. Lehmax. I was just interested in that problem you brought out 
in which a fellow in national service would come after high school and 
he could receive the same kind of educational benefits that GI's did at 
the end of World War II and perhaps the Vietnam veterans are doing 
now. Would you anticipate any academic credit for this service ? 

Mr. Edgertox. No. 

Mr. Lehman". It would be just a f om of equivalent but not military 
•service by wliich they would gain a ceitaiu amount of educational 
benefits and sei've as a bufl'er zone between what you seem to think of 
now as a meshing of high school with the 13th and 14th grades and no 
•decisionmaldng process ? 

Mr. Edgertox. Right. It would be an alternative to national service 
in the sense it is not a compulsoiy program like national service has 
T^een conceived as being. It would in a sense, be an incenti^^e to legiti- 
mate stopping out. A high school student could make an ai-ginneut to 
his parents. '*If I stoj) out and work for a year or two, I will acci'iie 
benefits that can later be applied to tuition." It may encoui'age, our 
4issiunption is, an additional sense of direction, and sense of purpose 
and maturity. We found in the various studies that we have done, that 
this activity is positively related to this kind of maturity. 

Mr. Leiimatst. I should say the most motivated people wc ever had 
in higher education institutions were those that came out of the serv- 
ice of World War II. I don't know if we will ever find that group 
again any place, l)ut what you are tr^'ing to do is look for them. 

You mentioned college work-study. The problcju T found with 
-work-study is that it is too narrowly targeted either foi* those who work 
in the school itself or in nearby nonprofit organizations. I certainly 
would hope to sec work-study assistance broadened to include others 
than nonprofit organizations and also academic credit given for their 
work rather than, you know, sweeping up a library or raking leaves in 
the campus grounds where most or too uiuch of this work is now. 

Mr. Edgerxon". I respectfully disagree, though, with the notion that 
ivork in and around colleges necessarily has to be gi^'en academic 
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credit. Our recommendation is that^ a service learning or a work- 
learning experience can be a very important thing for a student, 
whether it is recognized with credit or not, that work-study could be 
encouraged to become more than a financing technique and a genuine 
land of educational experience; that somehow we have to provide 
incentives to colleges not to have students do the kind of mundane 
tilings that colleges need to have done, but to make these work experi- 
ences a i-eproductive experience. 

I would encourage some coordination and thiilking between the 
university for action program and the college work-study program 
because 1 tliinlc they have paved the way for some of the kinds of 
tilings that work-study could do. 

Mr. Lbh>i:an. Thank you. That" whole idea of this national sendee 
for the college benefits is something that we really have to look at 
a lon^ way down the road. We do not have anyjdnd of legislation for 
this right now, have we ? ' . 

Mr. O'Har.^. They have a pro^asion like that in the ACTION 
agency. ITo funds are in it, though. At least we have none this year 
either, I understand. But they have a program. Mi\ Edgeiion, I thank 
you veiy much for coming before us. I look forward to seeing you 
again witli youi* other hat on touching on subjects of mutual concern. 
Thank you. 

Our last witness today is Dr. Margaret Gordon of the Carnegie 
Council on Higher Education which, as you are all aware, has done 
so much valuable wox-k in the field of higher education. Dr. Gordon 
will discuss the student financial assistance recommendations of the 
Carnegie Commission on Pligher Education, Her prepared statement 
will be printed following her testimony. 

STATEMENT OF MAEGARET (JORDON, CAENEGIE COUNCIL ON 
HIGHER EDUCATION 

Dr. Gordon. Thank you, Mr. Chairman. 

I would like to apologize for Clark Kerr's not being able to be here 
this moniing. He has had an exceptionally heavy schedule in recent 
months and it was going to be rather complicated for him to fit this in. 
I am going to try to be a very imperfect substitute for him. 

Mr. O'ELvRA. Wo are pleased you can be with us. 

Dr. Gordon. Let me say that the Carnegie Commission did its work 
over the period from 106t to 1973. It issued 21 special reports, its final 
report, and a great many other publications. In discussing the issues 
this morning, I will be presenting the views of the Carnegie Commis- 
sion, which went out of existence in the fall of 1973, rather than those 
of the new Council on Policy Studies in Higher Education, because 
that council has not yet had an opportunity to review all of the issues 
relating to Federal aid. It will be doing so during the course of the next 
year and may conceivably move away from some of the cominission's 
recommendations. 

I think, if you go over the Carnegie Commission reports, the 21 
special' reports, and the final report, in which , the commission's own 
policy recommendations were presented, that you will see very clearly 
tliat a central and overriding concern of the commission, throtigfiLbut 
its 6-year history, was with ways and means of overcoming the bamers 
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to equality of opportunity in higher education for young people from 
low-income and disadvantaged Dackgrounds. 

Its first report, which was issued toward the end of 1968, recom- 
mended substantially increased Federal aid to higher education with 
emphasis on grants to low-income students and cost-of -education sup- 
plements, which would accompany these students, for their institu- 
tions. Seven other reports of the commission were primarily or almost 
entirely concerned with issues of equality of opportunity. 

Before getting into what the commission recommended on various 
aspects of student assistance, I would like to call attention to the fact 
that very considerable progress was made from the mid-60's to 1972 in 
increasing the relative representation of low~incoiae students and of 
minority groups in higher education, but for ^ome reason, this progress' 
seems to have been reversed between 1972 and 1973. 1 refer you to thev 
chart on page 6 of my prepared statement and the table on page 8^ 
Chart I on page 6 shows a drop in the percentiige of freshmen coming* 
f roiQ the lowest family income quintile, between 1972 and 1973, and 
a drop also for those from the second lowest, an increase for the other 
quintiles. 

Somewhat correspondingly, both the ACT freshman data and U.S. 
Bureau of the Census preliminary data for the fall of 1973, as shown 
in table 1, show a drop in the enrollment rates of blacks, both male 
and female. 

Now, we don't know exactly what was responsible for these trends, 
but we Imow that financial aid offers have been quoted as indicating" 
that they felt some institutions were falling behind or revei^sing their 
previous emphasis on opening the doors to low-income and disadvant- 
aged students. We also cau speculate that the great delay in getting 
the basic opportimity grant i-egulations out, as well as the snafus over 
the "needs" test in the guaranteed loans program may hp.ve had some- 
thing to do with this drop in enrollment rates for low-income students 
in 1973. 1 am going to come back to a few more comments on that at a 
later point. 

Now, first of all, I would like to discuss the basic opportunity grant 
program. This was a major step, the adoption of this program, to- 
ward implementing the principle which the Carnegie Comjnission 
has endorsed since 1968, of basic gi\ants that would be structured to 
increase equality of opportunity for low-income students, but would 
also encourage free student choice of institution *and field of study. 
Such a program would also represent a form of Federal aid to higher 
education that would help to x>reserve the autonomy of colleges aucf 
universities. Apart from the very well kno^vn fact of extronieTy inade- 
quate funding, I would like to call attention to several other weak- 
nesses that wo see in the BOG program. 

It is probably no surprise to point oat that th6 eligibility condi- 
tions are ^''ery restrictive and, in sonie respects, through not all, appear 
to be more restrictive than the College Sclialarship Service stand- 
ards, which have been used Avidely by colleges and universities. 

Second, the limitation of the size of the grant to 50-perccnt of the- 
cost of education tends to discriminate against low-income students, 
whose most feasible option is attendance in neighboring low-cost inib- 
lie Institutions. I think the paper that Hartman did for the Joint 
Economic Committee brought that out extremely well. The size of tiie 
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grant for such a student is frequently sharply reduced by the 30- 
perccnt cost limitation, whereas the student who is nearer the upper 
end of the income band of families eligible for BOG grants is much 
less likely to have the size of his grant reduced because of the cost 
limitation. 

So, in the repoit, "Who Benefits?" — the actual title is much 
longer — that appeared in June, 1973, the Carnegie Commission rec- 
om'mended that for lower-division students the cost limitation should 
be increased to percent. This is in line with the commission's gen- 
eral feeling that finauQial barriers to participation in higher education 
sliould be paiticularly minimal in the first 2 years of higher educa- 
tion, and I shall come back to that later in coimection with tuition 
policy. . 

I think that veiy serious consideration in the longer run should 
be given to removal of the cost limitation completely from the basic 
oppoitunity grant provisions. That would be consistent with what the 
commission said in its first two reports on Federal aid, where it rec- 
ommended no cost limitation except that the size of tlie gi'ant should 
not exceed the student's total cost. 

Now, my third point about the BOG program is that we feel that 
the $1.3 billion recommendation in the administration's 1975 biid^^et 
is, not adequate, particularly if one considers the liighly restrictAve 
eligibility conditions that are involved. In "Wlio Benefits?" we esti- 
mated that adequate funding of the program would range from about 
$1.7 to $2.3 billion, depending on how many extra students were 
induced to enroll through the program, and incorporating the 75- 
percent cost limit for lower division students. 

I would now suggest that an estimate of adequate full-funding 
would range from $2 billion to about $2.6 billion, taking into account 
increases in cost in the last year or so and taking into account some 
relaxation of the family income eligiblity conditions, which we would 
like to sec. That estimate, interestingly, is almost exactly equivalent to 
the one that was included in the Brookings repoit on the 1974 budget. 
^It was not developed on precisely the same basis, but it comes out 
very much like the Brookings estimate. 

Turning to the supplementary opportunity grants program, I would 
siay that the basic opportunity grants reflect the Icind of Federal 
student aid program tha|t the Carnegie Commission had in mind more 
clearly than the supplementary^ opportunity^ grants, patricularly in 
uniformity of treatment of all students and encouragement of freedom 
of student choice. 

We would suggest that the provision in the existing legislation, that 
no basic opportunity ^rant payments can be made until there is a 
certain amount of funding of the SOG program, should be removed. 
I think that very serious consideration and careful study need to be 
given to the future role of the supplementary oppoitvuiity grants pro- 
gram. We have some serious questions about it. I am .sure the members 
of the subcommittee are familiar with the t\vo reports of panels of the 
College Entrance Examination Board which analyzed the way in 
which grants were awarded under the economic opportunity grants 
program which preceded the supplementary opportunity grants 
program. 

I can't go into detail about what those repoits said, but the gist of 
it was: that there was very little tendency for low-income students 



ERIC 




193 



to get higher grcants than higher mcome students under the economic 
opportunity grants program, and this basically was because higher 
income students tended to go to high cost and selective institutions and 
the size of their grant was related to the cost of the attendance at those 
institutions. These reports also pointed to a very definite t^dency for 
low-income students to be less likely to be admitted, bfecause the 
grants for which they would be eligible would not suffice to pay the cost 
of their education and the school was in a position to come up with 
additional fimds. 

Hartman makes anotlier point in his Joint Economic Committee 
gaper to the effect that if these grants turn out to be a means of per- 
mitting low-income students to attend high-cost private msitutions, 
this may become a sort of bottomless pit for a Federal Government. In 
any case, I think that there is a very definite need to consider the rela- 
tive merits of the sup]Dlementary opportunity grants program versus 
the State scholarship incentive program, which I would now like to 
discuss. 

The State scholarship incentive program, I think, is very consistent 
with many of the general principles that the Carnegie Commission 
espoused over 'the years. In the report which dealt particularly with 
State government relationships to higher education called 'The 
Capitol and the Campus," the commission endorsed the principle of 
State aid to private institutions to come primarily in the form of 
tuition grants to students, which would enable them to attend private 
institutions, and in fact the commission recommended that a State 
should have such a program of tuition grants before it considered any 
increases in tuition. 

Furthermore, the Carnegie Commission, throughout its history, em- 
phasized in a number of contexts, that the primary responsibility lor 
development of higher education should rest with the States, wliere 
it traditionally has been and that Federal aid should involve minimal 
interference, t'or these reasons we would strongly urge funding of the 
State scholarship incentive program . 

The administration budget, as you know, did not include any item 
for this. The $19 miUion this year was a small beginning. We think it 
should go to at least $50 million for anotlier year and should gradually 
be increased as time goes on. 

There has been a very substantial amoiuit of progress m State pro- 
grams of scholarship aid to imdergraduates in recent years. A figure of 
$72 million represented the total expenditure by the States in 1905-66. 
That figure was up to about $387 million by 1973-74. 1 have a table in 
my statement which shows the total appropriations in States and the 
appropriations per student enrolled on pages 21 and 21(a). However, 
I would like to stress the point that the amounts are relatively large 
only in a few States. They tend to be very, very small programs in 
many of the States. The total amoimts are largest in New York, 
Pennsylvania, and Illinois. If you look at amounts per enrolled stu- 
dent in the right-hand column of the table, you find that they exceed 
$100 per enrolled student in Pennsylvania, Illinois, and Nc^y Jorsey;, 
but at the opposite end of the spectriun there are some States hi which 
the amount per enrolled student is only of the order of $5 to $7. Thus 
the States need a lot of encouragement, but it seems to me that this 
program is one which should be developed, should have importance 
in the future, and that we should aim ultimately at a structure which 
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wouM eneourage the States to view their scholarship aid as supple- 
mentary to the basic opportunity grants. But just how this should bo 
< one neecls more study. I am not content witli what has ben said about 
that as yet. 

Now, just a few words about the worlc"55tudy program. I know tliat 
tins subcommittee held rather extensive licarings on the worlc-study 
pro,c?ram and I have been informed that tlie oommittce came away f roni 
those Jiearings witli a very dettnite feeling that the appropriatimis for 
that prograin ought to be increased. The Cai-negie Commission lias 
nctuully consistently recommended more in all tliree of its Federal aid 
reports, far more tlian has ever been appropriated for the programs. 

Uur most recent recommendation hi the report called "Institutional 
Aid was for an appropriation of $900 million a year. We think this 
would come much closer to meeting the needs and would enable colleges 
umveivsities and other iKgiprofit institutions to develop ways and 
means of educating and using students that would be useful 'to Our 
sornotv. 

IVe also suggested ("hat grant aid should be relatively more available 
to ower division students and that the eniphasis in work-study ought 
to be more on upper divisional and graduate students who have had 
enough oxperience with higher education by that time so that talcing 
time off for part-time work would not be as detrhnental to thoir educa- 
tioiilia cxperienoo. I think also that serious thought ought to be given 
to relaxing the family income eligibility standards for work-study, so 
that that program could play a somewhat £2:reater relative role in aiding 
middle-income students who are having difficulty meeting the costs of 
their education. 

Xow, I would like to spend somewhat more time on loan programs 
than I Ini ve on the other programs, because I think that the gi'catest and 
niost serious ^yeaknesses in the existing Federal legislation for student 
.aid are found in the loan program. 

J^et me say first, that the Carnegie Commission does not subscribe 
to the view of some economists, that students capture most of the benefit 
from higher education and that therefore students ought to be prepared 
to borrow because they will easily pay off the debt in later life. Never- 
theless, we think that a ^'ood loan program is an extremely important 
part of a good set of provisions for student aid, and that a loan program 
should play a role in enabling lower and middle income students to 
attend hi^'h-cost private institutions if they are eligible for such insti- 
tutions. lEoreover, a loan proo-ram plays a'particiilarly impoi-tant role 
f 01* graduate and professional students. 

I think vei'y serious thought is going to need to be given to working 
toward a more satisfactorv program, that tinkering witli the existing 
]n'og]'ams is not necessarily going to solve the proglem. To bo i^ure, 
the recent chauge in the "needs" test provision in the guaranteed loan 
program will be a help, but let me just go over what we regard as ]}asic 
weakne.s.ses in the guaranteed loan pi'Ogi'am. 

It seems clear that .students are not ; goin.q: to enjoy equality of oppor- 
tnnity'in borrowing fi'om banks. The credit standing of their families 
and even in some cases the socioeconomic .status of then' families in the 
oommuuity will play a role. There is need for special allocations when 
the luarket interest rate rises j^bove 7-percent, and even this does imt 
really solve the problem of access in a tight money market when the 
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banks get into a position in which these loans are simply not attractive 

to them. „ , T J. n 

There is a basic lack of incentive for banks to follow a vigorous 
collection program when the Federal Government or in some cases 
the El 'te governments are guaranteeing repayments. There is also a 
fundamental question, and I really would like to emphasize this, as to 
whether interest subsidies, as opposed to deferral of interest, are really 
appropriate in a national loan program. They are subject to abuse, as 
■ you know, and they are inconsistent, it seems to us, with the major 
purpose of a good loan program, which is to supplement other torms 
of student aid. , , . 

You clearly must have a "needs" test if tlie program operates on the 
basis of an interest subsidy, but we feel that a needs test is not neces- 
sarily appropriate and would not be needed if mterest was not sub- 
sidized. Reasonable limits on the amoiuits that students could borrow, 
plus the very natural wariness of most people about incurring expen- 
sive indebtedness, would impose appropriate restraints. 

Furthcrmoxe, we would emphasize the disadvantages o± a short 
repayment period if one considers the life cycle in income, that income 
tends to reach a peak in late mirldle age for most people. Also, it one 
considers the life cycle in expenditures, one finds that yoimcr people 
tend to go into debt to acquire homes and appliances m the early years 
of marriao-e. Then if one considers the special position of women under 
loan programs, it is in the early years of married life that women are 
most likely to be out of the labor force having their children and not 
in a very irood position to repay their debts, , , i 

Now, I' know that many Members of Congress and probably some 
members of the subcommittee, have a preference for the direct loan 
proo-ram over the guaranteed loan program. But I would like to 
emphasize that^that program also has its problem^. There is a basic 
and o-rowino- problem of inequity when a student can borrow at o per- 
cent "Imder one program and has to pay 7 percent under the otjicr 
proo-ram. And I am also told that Ji^titutions treat students difler- 
entiy -under the two programs, that students are more likely to bo 
favored for loans from the direct loan program, as opposed to certilica- 
tion as to their need for a guaranteed loan, and that institutions are 
more concerned about credit standing of students ni coimcctioii wjtli 
the direct loan program because some of the institutions own money 
o-oes into it, so the risk is of some concern. ; 

Thus, yevy briefly, tlie Carnegie Cominission recommended a very 
different approacJi— a National Student Loan Bank, which would bo 
a nonprofit corporation financed through the sales of CTOvcr]imciit 
securities, would have reasonable limits on loans, would have doterral 
of interest for students while enrolled and in the military service and 
so on, but no "needs" test. Borrowers would repay on the basis ot tlieir 
income with an estimated amjual repayment of about three-quarters 
of l-i:>ercent on each thousand borrowed and an a^xrage repayment 
period of about 20 j^ears. There would be a somewhat longer repayment 
period for people with low incomes. ■ 

Now, this, let me point out, is not a full contingency loan scheme. It 
is not redistributive in the sense that higher income people make larger 
payments than lower income people. Higher income people simply pay 
olf their total debts more rapidly than low-income people under tins 
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proposal. Another important feature of the proposal is collection, 
through the Internal Eevenue Service, through the tax system. The- 
interest rate would be based on the Government borrowing rate and 
would not be subsidized except for the cost of cancellation in case of 
death of the borrower. 

I recognize that there are serious obstacles to rapid progress toward, 
as different an overall approach as this implies, but it seems to me that 
the accumulating problems of the existing programs are going to create 
pressure in the longer run. We intend, in the. course of the next year, 
to spell out those recommendations in greater detail. I would mention,, 
of course, the fact that Sallie Mae is going to help on some of these 
problems, but I don't think it is a total answer to the various weak- 
nesses that we have pointed out. 

Just a word about part-time students. Generally speaking, the legis- 
lation gives them access to aid, but with limitations on funding part- 
time students have been disqualified, particularly under the BOG 
program. We would urge that full funding of student assistance 
should allow for grants or loans on a pro-rated basis to part-time 
students and I would merely point to the fact that the percentage 
increase in enrollment of part-time students in the last 3 years has 
been very much greater than that of enrollment of full-time students. 
I give the figures on page 31 of my prepared statement. That is a trend 
that we think is going to continue, and also, in terms of the equality of 
opportunity for women, access of part-time students to aid is a very 
important matter. 

STow, very briefly, a discussion of the cost-of -education supplements. 
This was something that the Carnegie Commission recommended 
from the beginning. The commission emphasized the point that the- 
cost-of -education supplements accompanying students who held Fed- 
eral grants would help institutions absorb any increased enrollment 
that was induced by these grants and would also help institutions meet 
the cost of special remedial education that some of these students miaht 
need. 

In the fall of 1971, it became very clear that all of the major asso- 
ciations representing institutions of higher education were sup])orthig^ 
a different approach — capitation payments across the board, so much 
per enrolled student. 

This impelled the Carnegie Commission to spend several meetings 
reconsidering its own recommendation, I sat in on those discussions. 
The commission came to the conclusion that sticking to the approach 
that it had originally recommended was clearly what it should do foi' 
very compelling rea^wii^. As a result, the report entitled "Institutional 
Aid" was prepared and issued, with very substantial attention being 
given to tabulations that showed how various types of institutions 
would be affected by various Federal aid formulas. 

The report also emphasized the point that capitation payments 
could lead to a monolithic Federal system of higher education, that as 
the Federal Government moved in with this typo of support which 
had been the traditional approach of the States, the States would 
inevitably fail to inci-ease their support over time. There would be 
pressure for larger payments from the Federal Government, and we 
would eventually have a Federal system of hinrher education. 

I might just mention the New York Times editorial of May 28, 1974, 
which you mav have seen and which stressed the point that the 
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Carnegie Commission's recommendations on student aid needed also 
to be implemented by funding of the cost-of -education supplements 
program. On page 34, I have a quotation from that editorial and I 
^vould merely quote the sentence at the begimiing of the third para- 
graph, that "the plan to link aid to the students and to the institu- 
tion is a tandem that can not inin successfully on one wheel." 

Kow, the provisions as they came out in the 1972 legislation differed 
and were far more complex than the Carnegie Commission recom- 
mendations. Because of this, I have not attempted a careful estimate 
of the cost of full implementation, I would urge that it should not be 
less than $500 million, I would also mention that yesterday I had a 
chance to learn about some work that is going on at the SrooMngs 
Institution which suggests that the figure would be somewhat higher 
than $500 niillion for full implementation of the present provisions, 

5s"ow, I come to the subject of tuition policy, on which what the 
Carnegie Commission has said has been subject to a good deal of mis- 
interpretation. In general, much of the press reaction suggested that 
the Carnegie Commission recommendations were essentially similar to 
the CED recommendations. 

Let me just go back and chronologically review what the Carnegie 
Commission said about tuition policy. In its report on "The Qpen- 
Door Colleges," Avhich was isued in 1970, the commission recommended 
low or no tuition in public 2-year colleges, 

In "The Capitol and the Campus" Avhich appeared in 1971, the com- 
mission extended that recommendation to encompass low or no tuition 
in all public institutions of higher education in the fii'st 2 years, that 
is, the lower division years. 

Then, in "Who Benefits?" the commission repeated that recom- 
mendation for low or no tuition in the first 2 years and suggested that 
that should also be implemented, if possible, by private institutions of 
Jiigher education. 

'rhis aspect of the Carnegie Commission's recommendations was 
largely, ignored in the press reaction. Why was the commission so 
consistent in emphasizing low or no tuitiou in the first 2 years ? 

I think the reasonmg was very much as follows : that in the first 
2 years of higher education a lot of students are trying it out. They ai*e 
not sure whether they are going to succeed. They are uncertain about 
their real taste for advanced academic study and therefore they are 
going to be reluctant to be forced to borrow. The financial barriers 
therefore should be minimal in the livst 2 years of higher education. 

Beyond that, as students move up in.to upper division and to gradu- 
•ate work, they should feel more confident and they should be prepared 
to work part time or to borrow if that is needed to supplement what- 
ever grant assistance they have. 

Kow, just a few words about the recommendation that, particularly 
at the ui)per division and graduate levels, tuition in public institutions 
of higher education ought to be increased until it reached about one- 
third of the educational cost per student. 

I tliink this recommendation has to be interpreted in the light of a 
background in which many leading economists have been arguing for 
the last 10 or 15 years that low tnition helps middle income and upper 
income students more than it helps low income students, that low 
income students often cannot go to college anyway even with low 
tuition because they can't afford subsistence costs, or, to put it slightly 
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differently, foregone eaiiiings are relatively much more of a sacrifice 
for a person from a low-income family than for a person from a high 
income family. 

Ill other words, targeting of public subsidies through a combination 
of grants to low-iiicome students and modest tuition charges will re- 
sult in a more effective use of a given amount of jjublic funds in en- 
couraging equality of opportunity in higher education. 

Let me just refer veiy brieflv lo^ the chart on page 42 which comes 
out of the recent report on "Tuition," showing that existing public 
tuition subsidies, if they alone are taken into consideration, go, in 
relativel^^ large percentages, to the two upper fifths of the income 
distribution in terms of family income. On the other hand, a combina- 
tion of public tuition subsidies and student aid, as recommended by the 
commission, would shift subsidy funds more efTectivelv toward stu- 
dents coming from the lower two-fifths, but would result in a not too 
unequal distribution of subsidies overall. That is in the lower right- 
1 and comer of that chart. 

Now, we were really rather embarassed to discover that the increase 
actually reciuired in terms of the present relationship, on the average, 
between tuition ch arges and educational costs was not as large as the 
original report "Who Benefits?" implied. 

"We did some new calculations for the new report on tuition and we 
found that at present that tuition revenue represents about 24 percent 
of educational costs in public 4- year colleges and universities, but that 
it may be more like 27 to 28 pei'cent if 'you adjust for the high cost of 
graduate and medical education in universities. In fact, for the uni- 
versities alone, it may be closer to 30 percent on the average. Thus, 
on the basis of the 24 percent, tuition would need to be increased only 
1 percent over and above educational costs per year for the next 10 
years to bring it to the one-third level. 

But we also pointed out, in the new report on tuition, that there 
was enormous variation among State systems, that some of them were 
above the one-third level now and others were far below. Thus, to carry 
out our recommendation, the actual impact would vary enormously 
among States. 

I am not going to attempt, because I Imow I have probably taken up 
too much time, to say anything ab9ut support of graduate students, 
but I have included a discussion of that problem in my prepared 
statement. 

Looking toward the future, we see, as quite possibly a major emerg- 
ing problem, the possibility of a legal decision which would ban the 
use of parental income as a criterion for determination of need for 
student aid. We are alinsady in a situation in which many students are 
declaring themselves independent of their families. Fortunately, such 
data as are becoming available suggest that these students are mostly 
from low-income families, so this tendency thus far is not subverting 
the general purpose of student aid. 

But, if we had a legal decision banning the use of parental income, 
we would be in a whole new "ball game" and would have to look for 
other approaches to encouraging equality of opportimity in higher 
education. 

We are working now, and it is my particular staff responsibility, 
on a report on the '^2 years in the bank" or the "2 years of free access" 
proposal. It is being done in cooperation with the American Council 
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on Education, which is keenly interested m it. One of the -nroblems 
that \ve are exploring is how the Federal Govomraent could help to 
iniplemont low or no tuition in the first two years of public higher edn- 
cationbr perhaps all higher education in the States ? 




levels from State to State. That approach would simply ponalii^o the 
States that already have low tuition and reward those^that now have 
hio-h tuition. So one has to search for a different kind of ap])roa(4K and 
we are explorin^r Federal grants-in-aid to the Sttiti^s on the hasiH ot a 
variety of formulas, as one possible approach, but we are, by no means, 
ready for any recommendations as yet. i i 

Let me finish with just a plea for adequate funding of tlie basic op- 
portuuitv grants program as my final word. , . , 

Mr. Well, thank you veiy much. I must bep:in by comment- 

ino^ that your testimonv has been veiT, very impressive and it shows 
your thorough familiarity with the subject and youi^ keen insight into 
the nature of the problem that the subcommittee is facing, 

I think Your testimony has been very vahiable and I appreciate your 
coming be^foro us today. I am, of course, very interested in the study 
that you are currently xmdortaking with respect to ways in whicli we 
could promote a low or no tuition program for at least the hrst 2 years. 
I sometmies say it "2 or more years'' and I had thought of saying it 
or more years," but I thonglit I would settle for 2 or more years. 
Dr. GOKDOX, My comment on that point, Mr. Chairman, is that tlie 
Commission on Higher Education that was appointed by Piwulent 
Trimaan recommended U years of free-access to public education and 
when I was leminded of this I became very curious as to what tiicy stiKl 
about financing. Essentially, what they recommended was Federal 
grants in aid to States to encourage them to move in this direction. 
Mr. O'lLviu. I am going to drag out a copy of that report. 
Dr. Gordon. I think it was published in 1947, 
Mr. O'lLvtiA. "Wlio was chairman ? 

Dr. GoaooN. The chairman was a man named Zook, who at one tunc 
was president of the American Council on Education. 

Mr. O'HAitA. I would like to dust that off and take a look at it. ISow, 
pursuing that study, you might be interested in an experiment that was 
done recently in Wisconsin, and I don't know if you are aware of it, 
whece two iJniversity of AViscoiisin centers, on an experimental basis, 
made sharp reductions, very sharp reductions in tuition in an effort to 
determine what effect that would have. - 

This effort had dramatic effects on attendance, much larger ellects 
than one could have predicted from the .suojgestion of the Commission 
on the financing of post-secondary education, that a $100 increase in 
tuition would result in only a 1 to 3 percent drop in enrollment. 

Dr. Gordon. Yes; but that was a very global kind of estimate. I 
think it needs to be refined before it can be used in actual forecasting. 

Mr. O'IIara. Yes. This material from Wisconsin which is iust now 
being refined, it is all very new, we have some of the preliminafy 
findings. 

Dr. Gordon. Yes. I would like to look at that, but I might also some- 
what hesitantly bring in the California community colleges which have 
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had no tuition all along and which attract, as you probably know, an 
enormously high proportion of high school graduates in the State. 

Mr. O'Hara. Yes ; they do. I thiiilc that is a very important thing to 
look at. In fact, Mrs. McCauley, who is a member of tlie student finan- 
cial assistance community in California and invo]\^od with the junior 
colleges, indicated that in two of the California community colleges 
where they knew a very large percentage of the students were of low 
income, they made a special effort to acquaint the students, the enter- 
ing students, eligible students, about the basic grant program so they 
at these two community colleges made sure that every student Avho was 
entering for the fii-st time within the time frame prescribed for eligi- 
bility had mailed to them or, if they had not yet registered, had lianded 
to them a BOG application together with the complete information 
about how you go about applying and so forth. And they found a very, 
vei-y small percentage really of the eligibles applying, which sug- 
gested very stiongly that the main thing that got them into the com- 
munity college was, or the main things that got them to the commu- 
nity colleges had to do with the low cost of an accessibility, physical 
accessibility. 

In other vvorcis, if it was inexpensive enough and convenient enough, 
many of them got tliere. You might want to see that. 

Dr. GoRDOK. I would like to see that. There may be reluctance, vou 
know, to go tlirough the forms of applying. 

Mr. O'Hara. I tliinlc that is a factor you have to look into. 

Dr. Gordon. On the other hand, I can't believe there is not a need, 
because I know that in one community college in Oakland, for example, 
which serves a very low-income population there has been great con- 
cern about cost of books, and the students have been pressing for 
special aid to meet the cost of the books. 

Mr. O'Hara. I am sure there is great need. We had a student here 
from the Associated Students of San Francisco State University who 
told us of the tremendous need that many of those students have and 
others who would like to be students have, but cannot meet. 
^ So I am not saying that low tuition is an answer, but I think that 
m this discussion, there has been a tendency to undervahie the impact 
of cost and convenience, as well as curriculum choice. 

I know that some of the institutions I am familiar with, some of the 
areas I am most familiar with in my own State, the establishment of 
a community college in the community with a wide range of technical 
and vocationally oriented programs, more career education, oriented to 
specific skills and professions and so foi*tli, had a tremendous impact 
on attendance. 

Dr. GoRDOK. Yes. That is what we believe, of course, and that is why 
we recommended that there be a community college within reach of 
about 95 percent of the potential students. 

Mr. O'Hara. You know many people complain now, in fact we liave 
heard the complaint here that the effect of our student assistance policy. 
State and Federal, has been to make it easier for a low-income high 
school graduate to go on to post-secondary education than it is for a 
middle-income type of graduate. I know tliat those fears are sometimes 
bverstated and exaggerated, but I think there is something that we 
don't take into account in these student assistance programs. 

20o 
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Essentially, what we are ti7ing to do is put the low-income student? 
in the same relative position that the middle-income student is in 
really and we are trying to say, all right, your family income is vei^ 
low so we are going to provide you with funds to go on to school. But 
I am hot so sure. i rf, f 

Let's take a student from a family whose income is under $5,000 v$io 
is eligible for a BOG grant at full funding. So let's say that B©G 
grant amounts to $1,400. All right. ^ ^ 

' Dr. Gordon. Provided he gOes to an institution that costs $2,8Q0. 

Mr. O'Hara. ok, an institution that costs $2,800. By the w^y, I 
Ugree with your recommendation on that, that the 50 percent does dis- 
criminate. If the boy goes to a community college he gets $15 instead 
-of $1400. In any event, here we are, he comes from- a family wi|li less 
.than a $5,000 income, so he gets the $1,400 and off he goes. f 

Let's take the boy from a family, not with $5,000 but with a $15,000 
income, does his family really have $1,400 to contribute to his' educa- 
tion ? / 

You see, I don't thinlc that most $15,000 families do. In othef words;, 
w-e have this situation J 

Dr. GORDON. Especially if there are two or more children, j 

Mr. O'Hara. Sure. But not only that. They have a chbice. Yoia 
see^ v^hQYi you say to the $5,000 family *'We are going to give you $1,40© 
but you must use that $1,400 for the purpose of sending yojir child t© 
school, you can not use it to buy a dishwasher, or you can rfot use it te 
move the family into a house where the roof does not leak. The only 
purpose for which you can use this money is for the education of your 
youngster." f n 

I think that youngster may in that sense have more money actually 
at his disposal to finance his educatioj^. than the child .;of a $15,000 

family. ^ „ I ^ ^ ^ 

Dr. Gordon. Well, I think that, in the course of my ;-emarks, I did 
sug«-est that the eligibility standards should be relaxed somewhat hi 
the'^BOG program and that perhaps we should try; to restructure 
student aid so that work/study and loans M'ould be move readily acces- 
sible and on a more equitable basis to students in middle-income fam- 
ilies. - . _ ^ . 

I would like to pobit out, and this is something I|have ni my pre- 
pared testimony, but did not have time to go into, tliat one gets a some- 
what erroneous impression from one of the charts in/the report of the 
National Commission on Financing of Post-Seco^ary Education, 
which shows a sharp drop in the enrollment rate for the group witli 
$10,000 to $15,000 family income in constant dollar^ between 1967 and 

i972. i 
^ When I saw this, I wondered what would happen if one recomputed 
those iigures in terms of family income quintiles^ that is dividing all 
families into fifths in terms of income levels, and I discovered that 
the only income group in which there was a drop in enrollment rates 
between 1967 and 1972 was the two highest quintiles— which had to be 
combined because of lack of sufficiently detailed data, and for the 
other three quintiles there was no drop. 

You will find the figures in my statement. What was happening in 
tliat period, so that a family with $10,000 to $15,000 in constant income 
family income level, the higher the rate of hicrease in income over 
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that period, so that a family with $10,000 to $15,000 in constant income 
was falling in the income distribution in those years and occupied a 
relatively lower place in. the income distribution in 1972 than in 1967. 

Nevertheless, tnis does not dispute the fact that undoubtedly yoimg 
people from middle-income families have had to take more part-time 
jobs and do other kinds of things to J&nance their college education in 
recent years. However, the statement also makes the point, that if one 
looks at the decline in enrollment rates shown by Bureau of Census 
data, over the period from 1967 and 1973, one finds that the really sharp 
'drop after 1969 was among young white males. This suggests that of 
'the various factors inhibiting college enrollment, that is, the high cost 
.of attendance, changes in the job market for college graduates, and 
'Other factors, that the change in the draft situation was probably very 
important. 

It is hard to explain tliis sharp drop for young white males, not 
accompanied by a correspondingly sharp drop for women and. for 
blacks, unless the cliange in the draft situation was a major factor. 

Mr. O'Hara. Wellj those are good points and they do very likely 
modify that, so I think it makes a more valid comparison than the 
chart, the study, the report of the Commission. 

With respect to the other question I raised about which of those 
two hypothetical high-'School graduates has more money available 
for his liighcr education, for college education, I really think that, 
or I persist in thinking that perhaps the full funding level, at the 
full fimding level, the one from the lower income family would have 
more money available for that purpose, to spend on a college educa- 
tion. Maybe another way of aproaching.the whole need-based thing 
is to take the median income whatever it may be for any given year 
and through surveying techniques determine what the median income 
families actually contribute to their children in higher education and 
then make up that difference. 
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Ohaut 1.— Percentage of entering freshmen from each family income quintile, 

1967 to 1973. 
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Mr. Hartman provided us witli a chart yesterday for a different 
purpose, that it might be useful in doing that. His chart was desimied 
to show that there are no great differences, the difference between. th& 
amount of assistance, scholarship and grant they had received, at dif- 
terent income levels, is not very great, but it also sliows differences of 
parental contribution received at different income levels arc not all 
that great. 
-Dr. Gordon. Yes. 

Mr. O'Hara. And it is a v6ry interesting chart. Well, in any event 
J-j^'^v^ einoyed tallang to you. I know that you liave other tilings to do. 
We will be back m touch, and please give my best regards to Mr. Kerr 
and we have enjoyed talking to you. We will be using you as a resource, 
ir-You don't mmd. . j > 

Dr. Gordon. Yes, thank you. 

[Dr. Gordon's statement follows :] 

rREPAHED Statement op AlAROAREr S. Goudon, Associate Diuector, Cakkegid: 

LOUKCIL ON r'oLlCY STUDIES IN HiGHKB KdUOATION 
iNTKODUOTION 

The Caniegie Commission ou Higlier Edueation was ostabUslied iu 19C7 bv tlie 
Carnegie Foundation for tlie Advaneenieufc of 'reaching to examine and make 
reeommeudations regarding the many vital issues facing higher education in the 
United States as we approach the year 2000. Tlie Commission conducted extens 
studies and issued numerous publications during tlie following six years Its f I lAl 
report was issued in October 1973. The Carnegie Commission has no'^ bee 1 
succeeded by the Carnegie Council on Policy Studies in Higher Education which 
has been established by the Carnegie Foundation as a permanent body Mv stato- 
ments on policy issues this morning will reflect the views of the former CanioL^ e 
Commission as expressed in a number of its reports. The new Carnegie Council 
has not yet Imd an opportunity to consider these policies thoroughly, but expects 
iiLxt^year °^ ^'"""^^"'^ ""^ ''^l"™""" tlie course of the 

During its aix-year history, the Carnegie Comnu.ssion issued 21 .special renorK 
on a wide ^■^riety of problems in higlier education, along with a large numbS 
of books and other publications. It was, however, in its special reports and in its 
inal reiiort tha the Commission gave expression to its own policV recom lem Lit 
tions. Each of the reports was thoroughly debated in at least three, and oft ' , 
many more, meetings of the Com.'jilssion on the basis of drafts aAd redrafts 
prepared by the Commission staff. ituiaics 

The reports I'eveal clearly that, although the Commission covered a wide ranee 
of issues in higlior education, its central and overriding concern throng liout ul 
history was with m-erconiing the serious barriers to equal opportunity in higher 
education liat have historically beset the path of young people from fow-int^^^^^^^^ 
and minority group fami ies in the United States. In its llrst special rmm 't 
issued in 1068, the Commission recommended very substantially increased Fe(l- 
eral Government aid to higher education, with primary emphasis on grants o 
low-income students. To assist colleges and universities in providing ext) mled 
places for these students and special educational services for those whc^™^^ 
aration was interior, the Commission also recommended institutional aid in the 
form ot a cost-of-educatioii supplement for each student grant-holder enrolled in 
an institution of higher education. cuiuuLu in 

In addition to this fir.st report, at least .seven of the Commission's subseuuent 
wei°e '^'"''^ primarily or largely with equality of opportunity. These 

fjtUmaUol (1970)"''" ■' '^"^ ^'^""^ Opportunity in Iliyhcr 

QuuUtv ma^ BquaUtu: Kerdscd RcvommcMations, xVew Levels of Federal 
liesvonmhility for llighvr EiUieation (WQ) ' -"(-"c/o. 

The Open-Door Onllef/e.H: Poliok's for Onmmiiniti/ Collepes (1970) 
vZ!^i*';^'-.o"?? I'roWoms of the VoUeyes Founded, for 
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TneUtutional Aid: Federal Support to Colleges and UniversUies (1972) 
Tlic Campus and the City: Maximizino Assets and Reducing Liahilities- 
(1972) 

Opportunities for Women in HigUer Education: Their Current Partiolpa- 
tion; Prospects for ilie Puinre, and itecom^nendaiions for Action (1973) 
A number of the other jeporta of tlie Commission wero also concerned partljv 
though not wholly, with ovorcomiug inequality of opportunity. Special mention 
Should be made in this connection of The Capitol and the Campus, which. dealt 
with a wideTange of State Government policies toward higher education, includ- 
ing th6 need for increased provision for student aid at the State level. In addition,, 
in "the special report entitled The Purposes and Performance of Uighor Education^ 
in the United Statei, the Commission identified "the enlargement of educational 
justice for the postsecondary age group" as one of the five main purposes of 
higher education. And in its final report. Priorities for Action, 'advancement 
of social justice" was singled out as one of the six priorities calling for coucen- 
trated attention in the coming years. ^. , 

In June 1973, the Commission presented its views on how the institutional and 
social costs of higher education should he distributed among public and private 
sourtes and among various levels of government in a report entitled HifjhGr 
Mdncaiion: Who Paysf Who Benefits? Who Should Pay! In some circles tlmt 
report has heen attacked as inconsistent witli the Commission's tradition of con- 
ceru with equality of opportunity, but I shall argue this morning that the recom- 
mendations included In the report were as clearly motivated by concern with 
equality of opiwrtunity as were all the relevant earlier recommendations of the 
Commission. Hereafter, I shall refer to that report as Who Benefits f 

BASIC ECONOMIC OPPOBTUJflTY GKAPfTS 

The incorporation of the provisions for Basic Economic Opportunity Grants 
in the Education Amendments of 1972 represented a major step toward adoption 
of the principle that had been endorsed by the Carnegie Commission since 1908, 
that Federal Government aid to higher education should be designed primariljr 
to ensure equal itv of opijortunity for young persons in higher education, regard- 
less of the .socio-economic status ot their families, their sex, or their racial or 
ethnic origins. In emphasizing this fonii of I^^ederal aid, the Commission also 
stressed these advantages : i i j i. 

It would draw forth to the extent possible, rather than merely replace, slate 

^"ft^TwS^as^^ public and private institutions—the latter, of course, for 

sectarian purposes only. , i , « . ^ 

It would encourage free student choice of institution and field of .study. 

It would preserve institutional autonomy and integrity. 

It would encourage diversity. ^ -i. n 

And as an integral part of its contribution to equality of opportunity, it would 
ensure a relatively large fiow of student aid funds to states and areas with low 
per capita income, and to institutions that enrolled large proportions of low- 

*"BecL?fe-e tlm^fu^ available for the program in its first year of operation have 
fallen so far .short of the amounts needed, it is aU hut impossible to evaluate its 
effects thus far. But 6onie of the specific provisions incorporated in the 19 <2 
legislation hamper the achievement of certain of the objectives that I have nuMi- 
tioned, quite apart from inadequate funding. • - . 

Before discussing specifi^c suggestions for adequate funding and for lmpro^e^ 
ments in the legislation, I should like to call attention to the fact that we have 
made considerable progress in drawing low-income and disadvantaged students 
Into higher education since the mid-1960's, hut tliat this progress was ^^^'^^rji^.i 
between the f^ill of 1972 at)d the fall of 1973. Chart 1 inchcates that from 19()< 
to 197*^ entering freshmen from the lowest fifth of families, in terms of family 
income, gained ground, relatively, as a percentage of ail entering freshmen, while 
those from the highest fifth of families declined as a percentage of the total 
Young people from the middle fifth and from the next-to-highest fifth increased 
their relative representation, while a slight loss was experienced by those from 
the neTt-to-lowest fifth. Between 1972 and 1973, on the other hand, there was an 
appreciable drop in the relative representation of freshmen m each of two 
lowest fifths, while all three of the other qnintiles gamed in their shares of the 
total. 

42-884-75—14 
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The. same data on entering college freshmen, compilecl l)y the American Council 
on Education, showed that, for the first time since the statistics hegan to be 
gathered (1966), there was a drop in the relative representation of blacks. There 
was also a decline in the share of all minority groups combined. 

XJ.'S. Bureau of the Census data in Table 1 also show that there was a decline 
in the percentage of young black men and women enrolled between 1972 and 
1973, reversing the upward trend that had prevailed since 1967, especially among 
those aged 18 to 19. 

We do not have reliable information on the reasons for this change in enroll- 
ment patterns between 1972 and 1973. Sharply rising costs undoubtedly played 
a role, but in the New YorJc Times on February 3, 1974, the director of minority 
affairs for the College Entrance Examination Board was quoted as .stating that 
"admission and financial aid representatives of many institutions" have been 
warning "that colleges and universities were bacldng off from their earlier deter- 
mination to increase non white enrollments." ^ It also seems highly likely that 
the unfortunate delay in getting the BOG program under way, and the meager 
funds available for the program in 1973-74, played a role. 

Let me summarize what we believe to be major weaknesses in tlie BOG 
program : 

TABLE 1,-PERCENTAGE OF PERSONS AGED 14 TO 34 ENROLLED IN COLLEGE BY AGE, RACE, AND SEX, OCTOBER 

1967, 1969, 1972, AND 1973 



Percentage nnrolled 
Mon Women 



Race and age 1967 1969 1972 1973 1967 1969 1972 1973 



WHITE 

Total, 14 to 34 years... 15. 0 16. 4 15. 2 14. 2 9. 0 9. 7 10. 2 10. 1 



14 to 17 1.4 1.6 1.7 1.6 2.; 2 1.7 2.0 2.1 

18 to 19 43. 7 47. 3 39. 6 36. 7 3 J; 7 35. 8 35. 6 32. 9 

20 to 21 45.5 47.3 37.5 36.1 23.7 24.6 26.8 26.3 

22 to 24 21.1 23.5 21.0 19.1 6.7 9.1 8.7 9.7 

25 to 29 9.9 11.7 12.4 * 11.9 2.8 3.7 5.0 5.3 

30 to 34 _ 4.8 5.4 5.7 5.2 2.3 3.0 2.9 3 .4 

BLACK 

Total, 14 to 34 years.., 6. 7 7. 3 10. 4 9. 3 4. 9 6. 8 8. 1 7, 4 



14 to 17 . .8 1. 0 1.7 .6 1.0 .9 1. 3 2. 7 

18 to 19 21.8 21. 7 23. 0 20. 6 14. 8 24. 3 24. 7 18. 3 

20 to 21 19.6 24.8 24.0 24.0 13. 4 17.4 16. 4 15.2 

22 to 24 8.3 9.2 17. 1 13.3 4. 1 4.5 7. 8 9.2 

25 to 29 2.7 2.4 7.3 6.8 3.4 3.4 4.6 4.6 

30 to 34 2.2 1.9 5.2 6.1 2.6 2.6 5.2 3.2 



Source :-U.S. Bureau of the Census: Current Population Reports, Series P-20, Nos. 190, 206, 260, and 261, Washington 
D.C., 1969-74. 

1. T7iG cllf/ihiUty conditiona are clearlu too restnctive. — Student financial aid 
officers consistently complain that the BOG eligibility conditions are considerably 
more restrictive than those of the College Scholarship Service that have generally 
been u.scd by colleges and universities in awarding student aid. Although tliorc 
are numerous differences in the methods of computing the expected family con- 
tribution under BOG regulations and CSS guidelines, a particularly significant 
difference is the use of essentially the Federal poverty-line standard in the com- 
putation oC discretionary family income in the BOG regulations, whereas the CSS 
guidelines make use of both the "austerity" and "modest but adequate" budgets 
for a city worker's family developed by the U.S. Bureau of Labor Statistics.^ 

The poverty-line budget is an extremely restrictive budget, recently adjusted 
upward to $4,550 for a nonfarm family of four. In contrast, the recently revised 



1 Quoted hi Carnegie Commission on Higher Brucatlon : Tuition: A. Supplemental State- 
iitcnt to the Report of the Oarnegie Oonlmiaiion on Higher Eduoation on ^Who Pays? 
Who Benejltsf Who Should Payt, Berkeley, California, 1974, p. 32. 

8 See U.S, Office of Education : Basio Educational Opportunity Grant Progrnm: Family 
Contribution Schedule^ Washington, D.C., June 11, 1973; and College Scholarship Servlco: 
CSS Need Analytic: Theory and Computation Proceduret for the I97/t-75 PCS and SFS, 
College Entrance Examination Board, New York, 1973. 
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BliS "austerity" budget for a family of four is $8,200, wlule the .budget for a 
"modest but adequate" level of living is $12,600. , , ^ 

We have been informed 'that under present BOG regulations, a student cannot 
expect to receive any aid if his family Income is more than about $11,000 to 
i;l3000 except under unusiial family circumstances. According to a recent study 
of the American Council on Education, nearly 80 percent of tlie awards in 1973-74 
went to students with adjusted family income of less than $7,500, with nearly all 
of the remaining awards going to those ^vith adjusted family income between' 
S7 500 and $15,000.^ Presumably very few awards went to students m the upper 
half of the $7,500 to $15,000 range. Adjusted income of $7,500 corresponds to gross 
; income of about $11,700, while adjusted income of $15,000 is equivalent to gross 
, income of about $20,000. . ^ ^ . _ . . 

As a guide to determination of need for student aid, the Carnegie Commission 
■ suggested that "a maximum grant would often be necessary at the lowest income 
ouartile that perhaps half of the maximum grant would be the average require- 
nient at the second lowest quartile, and that some grants would be made to 
students from families on the lower border of the upper half ot the income 
range " * We estimate the upper boundary of the first quartile to be about $0,800, 
tlie uDPer boundary of the second lowest quartile to be about $12,500 to $13,000 
and the upper boundary of the third quartile to be about $17,000 to $18,000 at the 
present time— based on data relating- to families with children aged 18 to 24. 
Thus we would urge that eligibiUty standards should permit aid under normal 
family- circumstances to go to 'students from families with income up to $12,500, 
to Sia 000 and under exceptional circumstances to those from f amihes with 
incomes between about $13,000 and $15,000, or possibly, in very exceptional 
circumstances, up to $17,000 or $18,000.** . i t i 

It is also widely recognized that there is a need for a single, standardized 
appUcation form for all Federal student aid programs. Differing requirements 
for family contributions under the various programs could be reflected witliout 
- flffectiuff the basic information requested from the student and his family, aiiere 
is also a need for changes in the treatment of assets-~apart from those already 
reflected in the revised regulations for 197^75-but the Subcommittee has been 
looking into this matter very carefully, and I shall not make any specific 

^""f^The^rovision that grants must not exceed 50 percent of the studenrs cost of 
attmdancc should &e meratized.^As Hartman has pointed the cost Umita- 
tion discriminates against students from low-income families who attend rela- 
tively low-cost public institutions and students from lower middle-income famiUes 
Who attend public junior colleges, in the sense that their grants are either sharply 
Tr appredably reduced below the amounts to which the students would be entitled 
without the^c^ limitation. On the other hand, students who are a the upper 
Tnd of the^^^ range eligible for grants are not affected at all by the cost 

^'"in W^'^Bene/^is?, the Carnegie Commission recommended that "the 50 percent 
of cosTtouK for Basic Opporunity Grants for l^^^'^^f ^^^^^^^ f^^^^ 
be raised, perhaps in steps, to 75 percent over the next few J ears. Ihis 
recommend^ was consistent with the Commission's view which I shall 
dS™e ^^^^ in connection with tuition, that public po icy should emphasize 
mSzTng flna^^ harriers to higher education for students lu the first two 

^^Eventually, however, we believe that the provision should he liberalized 
to permit a grant to cover 100 percent of the cost of attendance, up to the 
maximum size of the grant. In imposing the cost limitation, Congress was 
apparel seeking to hold down the total cost of the program, but the restric- 

ZTTTT m rr ^t>a t t "KlnKpr* T7ie Imoact of Office of Education Student 

A«?.VaWrb»%m^;/alf J57^?;|& Pa/el Keport.. No. 18. A.uericun 

Council on Educaaon, W^^ JJewl'od ReoommtmUitions . . . , p..5. 

ton. B.C., 1072, p. 474. „ _ . ^ m 

7 Caruegle Commission : TT/io Bene/ltjf p. Ill* 
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tlon^crearly discriminates agninst the low-income shulent who, for academic- 
or other reasons, finds that his most feasible option is^ enrollment in a com-^ 
mratxvely low-cost public instUiition. In its 1970 report on Federal aid the^ 
Carnegie Commission made the following statement: "Although average ednca- 
tiOnal ^expenses will be significant in determining the anioimt of the grant 
educational costs at a particular institution will not affect the grant except 
that a student could not obstain tinancial aids totaling more than his actual 
edneational expen&es." ■ 

^ :This-same principal was endorsed by the Panel on Financing Low-Income and 
Minority Students in Higher EducaUon of the College Entrance Examination 
Board in 1073. 

Carnegie Commission also recommended (in Who BeiiefiM) that tlie^ 
?1,400 ceilmg on Basic Opportunity Grants should be raised gradually in line> 
with increases in educational and subsistence costs. 

3. To provide adequate stmlmt aid under tlie standards that ivg have recom- 
me^idea, the $1.3 hilUon recommended ly the Administration in its J97Jf^75 
isudget is seriously dcfici€nt.---The Commission's most recent estimate of the> 
cost of fully implementing the BOG program, developed in 1973 and reflectinir 
the modification of the cost limitation to 75 percent for lower-division students 
ranged from about $1.7 to .$2.3 billion, depending on how manv '^extra" studentr 

rSt^'^ oft^he p'ro^^^^^^^^ ^'^"^^^ ^^--^^^ 

t6 Reflect the iiiodiiiciition of family iiieome eligibility standards siiecestprt 
*''^'t'? "^"^"^ increases between 1073 and 1974, the estimate slioiill 

probably be increased to about $2.0 to $2.6 Mlllon. That this estimate is generally 
in the right "ball park" is suggested l.y comparing it with estimates presenfe'd 
m the Brookings Institution report on the 1974 Budget." The Brookings esti' 
mates, like the ( aniegie Coiiimissioii estimates, assume certain niodiflcationa 
m the exi-stiiig BOG legi.«Iative pi-ovisions. thongh not i)reciselv in the s'lnifr 
manner. But their estimates are remarkably similar, ranging from .'$''0 tn «o rs- 
billion for fiscal 1974 and rising to .$2.0 to .$3.0 billion for fi.scal 1978 the InUer 
range depending partly on differing assumptions about the number of "evtrV" 
students who would be induced to enroll bv the grant program 
n.f^'^''^^'?.' H^^^ «'>.?f?ested amounts are large, it is important to keep in mind 
the fact that, on the a.ssumption of continued progress toward world peace 
expenditures on veterans' educational benefits— by far the largest student Tirf 
item in recent budgets-can be expected to decline in the co^ug years as Ih* 
number of veterans enrolling in higher education declines. An expectation of 
such a decline is already reflected in the Administration's 1975 Budget The f -ill 
fl"«"^ial obligations for v-eterans will greatly facilitate adequate nnancing 
«rvr fi n°^- P''°f-'^™' -iltbougb we would urge that achievement of adequate 
BOG financing slionld be given high immediate priority and should not a wait 
aechnes in expendi ures in veterans' educational benefits that would be com- 
parable to increases in appropriations for the BOG program. 

THE auPPr.EJ[EJ,-TABY EDUCATIOXAL 0PP0BTU^•ITr GRANTS PBOGRAM 

Hif?^.^"n'' <^^n]ortnnUy am program clearly conforms to the principles, 
that the C arnegie Commission has endorsed for Federal student a d nioro 
f.n>fv ''TAn""' ""^ «v.l'I)le.neiitary Opportunity Grants prrtg^^^^ 

particular the BOG program is nuich more consistent with the principles of 
freedom of student choice among institutions and uniform treatmei t of a I st - 
dents froin comparalUe family income groups. Thus, we wou d urge that til 
requirement in the Education Amendments of 1972 that no BOG pa nnents 
can be made unless the appropriation for S06 grants amounts to at least ll 30. 
million should be removed. We would also urge removal of similnr rennirpmtnl« 
relating to funding of .the College Work-Study Program a id U eVrect S 
T^aii Program. We believe that each program should be funded in 1 ts own mer^^^^^^ 
JL'loef pl-Sr consideration be given to plmsin| out 

from'^,?,re'„fl?e??X'fte r„-H'!;?^,„?,'i"Sf ' " ' This estimate was adapted 

^11 
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Particularly compelling criticisms of the EpG program, to which the SOG 
^3 a successor, were made by two separate panels appointed by the College 
JBntrauce Examination Board in the last few years. The Panel on Student 
•Financial Need Analysis conducted its own survey of student aid at a sizable 
sample of colleges and nniversities, and concluded that the amount of aid pro- 
Tided did not tend to vary with family ne^d. In part, this finding rellected the 
>fact that larger total amounts of studejit aid funds were aval hi hie at iustitu- 
•tioas that were characterized by high selectivity and liigh tuition. Family income 
* -of students attending these institutions tended to be higher than that of students 
iitteuding low-cost public institutions, and yet, because amounts of student aid 
were related to cost of attendance, average amounts of aid awarded in these 
-institutions tended to be high.^^ In addition, it was found that '*in about half the 
Jnstitutious, large ^financial nee<I sigaiticantly reduced the probability of accept- 
-ance, even when quantifiable indicators of ability were used as controls. . . . 
It was further discovered) that although packaging practices varied considerably, 
.high ability was often a.ssociated with a higher grant componout.^^ In addition, 
it was found that high financial need was only weal;Iy associated with increases 
ill the grant share of the aid package and sometimes negatively correlated with 
*he grant share. Similar criticisms were made by the X'anel on Financing Low- 
Income and Minority Students in Higher Edueation.^^ 

Also critical of the former EOG program was the Brookings^' Tlistitution's 
report on the 1974 Budget, stressing the inequities in tlie allocations of funds 
a:tH?elved by States and by individual institutions.^'"' A somewhat different line of 
•criticism has been emphasized by Hartman, who makes the i)Oint that, if it 
turns out that the supplementary EOG program pn manly serves the purpose 
<)f perndtting low-income students to attend high-cost private institutions which 
•they coidd not afford with BOG aid alone, it ^'promises to be a bottomless pit. 
.A.s costs and charges rise at private institutions, while tuitions at public insti- 
tutions are held down, there will be increasing demands placed on Congress to 
increase funds for a supplementary EOG program (or for institutional aid — 
•or hoth)."^° Hartman strongly favors the State SchoIar.ship Incentive program 
oyer the SOG program as a means of opening opportunities for low-income 
'iitu dents to attend private institutions. 



The Carnegie Commission urges adequate funding of the State Scholarship 
Incentive program, for a number of important reasons. In the first place, ever 
since the Commission first addressed the jn-obleni of State financial support of 
higher education in its report, Tlie Capitol (oul the Campm, the Commission 
Stre.ssed the principle that State governments sliould provide tinnncial aid to 
private, as well as to public institutions, hut that aid to private institutions 
•should come primarily through State tuition grant programs. Moreover, the 
'principle of giving priority to student aid over raising tuition, which I shall 
discuss more generally at a later point, was firmly establi.shed in that report: 

The OomrnUsion recomm&tuU that states estahlish a program of tuiiioti granin 
for Jmth piihlio and private instiUitions to he aicanleil to students on the hasis 
*of financial need. Only after establishment of a tuition grants program should 
states consider raising tuition levels in puhlic institntiofis. To avoid npjoard 
jpressnres on private tuiti07i from sueh grants, states would need to set a viaxi- 
7mt.m tuition grant. 

Secondly, the Commission believes tJiat the primary responsibility for plan- 
ning and sui)porting the future development oC higher education shouhl remain 
with the States, where it has been historically, and that Federal aid should 
l)e provided in a form that will involve minimal interference with this tra- 
ditional role of the States. The State Scholarship Incentive program conforms 
'well to this criterion. 

A third point is that State scholar.ship aid and State tuition policy should be 
coordinated. 

The States have made impre.ssive progress in developing J^tudent aid pro- 
•grams in recent years. As recently as 1965-66, the total amount of aid provided 



1^ College Entrance Rxamlnntlon Board ; New Approaches to Student Financial Aid: 
Mcport of the Panel on S Merit Financial Need Analyses, Now York, 1071, p. 21. 
Thid. , p. 27. 

" College Entrnnce Rxnmlnntion Bonrd : Neto Approaches to Student Financial Aid. . . . 
^« Pried nnd others : op. cit.j pp. 150-151. 
^0 Hartman, op. cU., p. 483. 
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by State scholarship programs was only §72 million." By 1973-74, total State^ 
appropriations for various forms of student aid amounted to more than $387 
million, a major portion of which went to students at private institutions." 
There are now 35 States that have authorized student aid programs, altliougli 
three of tliese programs are not funded. Of these programs, 28 are compre- 
liensive undergraduate programs based at least in part upon need and centrally 
administered. However, there is a tendency for the amounts of aid made avail- 
able to be quite small In many of the States. In terms of total dollars appropri- 
ated in 1973-74, the largest programs were in New York, Pennsylvania, and 
Illinois, in that order (Table 2). In terms of dollars I'er student enrolled in 
1073, Pennsylvania again led with an appropriation oj! approximately Jj;i^5 
per enrolled student, followed by Illinois and New .Tersey with averages of some- 
what more than JflOO per student. At the other end of the spectrum were Maine, 
North Dakota, and Washington, with average amounts iDer total enrollment 
ranging from about $5 to $7. Arizona, Arkansas, and Colorado had adopted pro- 
grams but had not yet funded them. 

Under current Federal legislation, the relationship between State scholarship 
l)rogranif; and the Federal T OG program is very loose. AVe believe that future 
changes in Federal law should be directed toward encouraging the States to 
restructure their programs so thMt the student grants available will be supple- 
mentary to those awarded under the BOG program, but r/e also believe that 
careful study needs to be made of just how this should be done. 

TABLE 2 -APPROPRIATIONS FOR COMPREHENSIVE STATE UNDERGRADUATE STUDENT AID 
PROGRAMS, BY STATE, 1973-74 



Appropria- 

Total Total tions per 

appropria- enrollment, enrolled 
State tions fall 1973 student 



Alabama 0 125,076 

Alaska 51,000,000 t4,184 570.50 

Arizona 0 138,241 

Arkansas 0 52,512 

California 34,709,160 1,467,355 23.65 

Colorado 0 131,189 

Connecticut - 1,747,300 135,250 12.92 

Delaware 28,841 

District of Columbia " 80,326 

Florida 3,835,000 281,394 13.63 

Georgia _ 146,356 

Hawaii 42,717 

Idaho 35, 198 

Illinois 55,352,000 494,859 111.85 

Indiana 10,078,190 198,457 50.78 

Iowa 6,300,000 109,118 57.74 

Kansas 2,650,000 107,986 24.54 

Kentucky 110,611 

Louisiana 135,247 

Malm 184,000 36,122 5.09 

Maryland , 3,425,000 177,166 19.33 

Massachusetts , _ 9, 500, 000 329, 693 28. 81 

Michigan 16,275,000 426,126 38.19- 

Minnesota 6,300,000 163,781 38.47 

Mississippi 82,255 . 

Missouri 3,368,000 191.749 17.56 

Montana 27, 269 

Nebraska , 65,788 . 

Nevada 20,044 

NewHampshIro 32,924 

New Jersey 25,920,000 255,314 101. 52 

New Mexico ^. 48,636 

New York 82,000,000 895,400 91.58 

North Carolina 204,080 

North Dakota 167,500 29,189 5.74 

Ohio 19,800,000 394,200 50.23 

Oklahoma L... 125,740 

Oregon 1,850,000 131,281 14.09 

Pennsylvania 64, 000, 000 440, 321 145. 35 

Rhode Island 550, 000 55, 122 9. 98 

South Carolina 4,000,000 94,699 42.24 

South Dakota 26, 530 

Tennesseo . 2, 155,000 154,410 13.93 



^^Cnrnofcle Commission: "Who Benejlts . . . , p. 1G2. 



"Btlucntlon Commlsalon of the States: ITighcr Education in the StatcJfj vol. 4, no. fu 
1974, p. 150. 
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TABLE 2.-APPR0PR1ATI0NS FOR COMPREHENSIVE STATE UNDERGRADUATE STUDENT AID 
PROGRAMS, BY STATE, 1973-74-Continued 



State 



Total 
appropria- 
tions 



Total 
enrollment, 
fail 1973 



55,000,000' 503,612 

' - 80,465. 

K^fl!::::::::::::::::::::::::::::::::::::::::::::::::::^ io.643;6oo 221,255 

Sfc::::::::::::::::::.::::::::::::::"::::"::""'^ ^'^mIms' 

Servici schools o c-!? i a 

United States including service schools ^' ^ ^ ■ 



Appropria- 
tions per 
enrolled 
student 



$9. 93 



93.62 



6.92 
7.34 
4«.ll 



39. 28 



Sourc»: Boyd, J. D., 1973-74 Undergraduate Comprchensivo State Scholarship/Grant Programs, Illinois State Scholar^ 
ship Commission,.Do6rrield, 111., October 1973. 

Ajs this Subcommittee is well aware, the Administration Budget for fiscal 
1975 does not include any provision for funding the State Scholarship Incentive 
program. "We believe that Congress should increase the approi)riations for this 
program from the $19 million that was made available for 1974-75 to at least 
the S50 milUon that was initially authorized for the first year of the program 
under the 1972 legislation, and that the amounts should gradually be increased in 
future years. In any event, we regard the State Scholarship Incentive progi-am 
as a potentially highly significant feature of the 1972 legislation and will give 
considerable emphasis in our coming review of Federal aid issues to policy 
questions relating to the future of this program. 

THE COLLEGE WORK-STUDY PROGRAAI 

I have been informed that the recent hearings held by this Subcommittee on 
the Work-Study program have convinced members of the Subcommittee tliat 
appropriations for the program should be very substantially increased. The 
Carnegie Commission has consistently supported consideral)ly larger appvopi-ia- 
tions for the Worlc-Study program than have ever been made availr.ble. Our most 
recent recommendation for funding of the program. Included in the 1972 report 
on InsUmional Aid, was for $900 million— to be gradually increased in keeping 
with our earlier recommendations on student aid.^ "Without having had the 
opportunity to read the as yet unpublished report on the hearings, we are con- 
vinced that there is considerable evidence that colleges and other public and 
nonprofit institutions could provide very substantially expanded and useful 
employment opportunities to students if the funds available were increased to 

that level. ^ ^, ^ ^ • 4. 

.We also believe that the relationship of this program to other student assist- 
ance programs should be carefully re-examined, with a view to adoption of 
changes in the provisions relating to it. The -tendency of institutions, noted 
above, .to favor the more able students with relatively more grant aid, as com- 
pared with work-study or loans, is regrettable. In its first report on Federal 
aid, the Commission made the following suggestion: 

Because students from lower socioeconomic groups may experience educa- 
tional disadvantages in their initial college years. It might be desirable to place 
some limits on their work-study program participation at the lower-division 
level. Upper-division students, and lower-division students to the extent con- 
sistent with their educational needs, should be encouraged to take part in the 
work-stndy program,* _ ^ ^ 4. 

1 would also suggest that, as funds for the BOG program become more adequate, 
consideration might be given to very substantial relaxation of the family income 
eligibility standards for the Work-Study program. Originally conceived as part 
of that anti-poverty program, the Work-Study program might well be restruc- 
tured to play a somewhat more significant role in providing financial assistance 
to students from middle-income families who cannot qualify for Basic Oppor- 
tunity Grants. In general, the greatest need for compensatory education is found 

" Carnerfe Commission : Institutional . . . , p. 94. 
20 Carnegie Commission : Qualitu and 13 quality . . . , p. 23. 
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ninoiici: «tiulcMits fi-oiii J()\v-ir.:comc families?, niicl those stiulenls slioiild not., if 
adequate grant aid is available, he forced to work to obtain assistance. .For many 
•.studeats from niiddle-incouie families, preparation for college luis l)eei:i ade- 
quate, and part-time \vorlc is Jiot lilcely to interfere as serionsly witli their 
odncational progress. In 1073-74. according to tlie ACK study of tlie inipfict of 
.<jhident assistance programs, only oO percent of tho.s-e participating in tlie Worlc- 
Study program came from families witli adjusted incomes of $7,500 to 5,000 
and only 4 percent from families witli Jidjusted incomes of $15,000 (u* more.*' 
Viewing the student aid provisions as a wliole. T would suggest that there is a 
strong case for increasing the percentage of those aided in tlie $7,500 to $15,000 
tidjnsted income bracket. In some eases, this would umke it easier for institutions 
to find qualified students for particular work assignuieats.^' 

ST^nE^•T loan pkoorams 

The Carnegie Commission did not subscribe to the view, emphasized by some 
e<'onomists in recent years, that students capture all or uio.st of the benefits of 
liigher education. In this view, students can therefore well afford to repay loans 
from the relniively high incomes they will receive as college graduates, and any 
■student assistance provided should take the form of loau.s. Tlie Counuission felt 
that there were very substantial social benefits from higher education tliat 
justified substantial public subsidies in tlie form of a combination of tuition 
subsidies and various types of student aid. Nevertlieless. it believed that ji well- 
designed loan i)rograni was an essential part Of a comprehensive student aid 
X)rograni, to enable needy students to supplejuent the necessariiy limited aid that 
can be received in an ecpii table grant program and to enal)le students who do not 
come from needy families to borrow if, for one reason or another, their parents 
are unable or unwilling to meet all their college expenses. The need for loans is 
likely to be particularly great among students who wisli to attend relatively 
high-cost private institutions and among graduate and professional students. 

A'iewed in the light of the recommendations of the Carnegie Counuission, there 
is no a.spect of student assistance that is in greater need of nnijor legislative 
restructuring than the provisions relating to student loans. This Subcounuittee, 
having held extensive hearings in April and July of 1973 and in lYbruary, 1974. 
is well aware of the weaknesses of the exi.sting programs, and I shall therefore 
not discuss tlie.se weaknesses at great length. X^et me merely outline first what I 
consider to be the most serious weakne.sses renminiug in the Guaranteed Loan 
Program, uowvthat the unpopular needs test has been eliminated for eligibility 
for an interest subsidy on annual loans up to $2,000 for students who.se adjusted 
family income is below $15,000 : 

1. A basic problem of inequality of opportunity in a program in which lenders, 
and especially bank lenders, are likely to be influeneed by tlie credit standing of 
the student's family and probably, also, by the family's socioeconomic status in 
the community. 

2. The necessity for "special allocations*' from the Federal Government to 
make possible continued student access to loans when the relevant interest rates 
rises above 7 percent. 

. 3. The difficulty of ensuring student access to loans, even when these "special 
allocations*' are available, in a tight money market, 

4. Tlie bick of incentive for banks and other lenders to i)ursue adequate collec- 
tion procedures when loans are guaranteed by the Federal Government. 

5. A fundamental question as to whether interest subsidies, as oiii)osed to 
deferral of intei-est during periods of enrollment, are appropriate. Xot only do 
interest sul>sidies lend themselves to abu.se, as some of the testimony in your 
hearings indicated, but they are inconsistent with the view that a good student 
loan program .should be designed to provide only supplemental assistance to needy 
students and- should be a major form of student aid primarily for students in 
middle- and upper-income families who cannot qualify for grants, and for grad- 
uate and professional students. If interest sul)Sidies are provided, then a needs 
test is appropriate, but we do not believe that a well -structured student loan 
program should be needs- tested. If the program is unsubsidized, there is no good 
reason wliy it sliould not be available to all students regardless of income. Rea- 



21 El-Kh.i\vns nnd Klnv.or. op. cit., p. 2,^. 

*2In m.v lonp nssoclntion with a roscnrcli Inatitate on tho Univoraity of Californln, 
Borkolpy CnmpuH, T knew of sitniitlona in which wo could luive nppolntod rosfMircIi nw- 
Ri5?tnnts niulpr tho Work-Stiwly projrrnm but conid not find a qnallflea student whOso 
family income was below the maximum ellplbfilty coiling. 
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sonable limits on the amounts that can be borrowed, along with the natiiral 
desire of tlie great madority of students to avoid excessive indebtedness, will 
prevent over-use of the program. 

6. The disadvantages of a short period of repayment — difficult to avoid wlien 
banks predominate among lenders — in view of the life cycle in income and ex- 
penditures. Not onj5\4ip^s income tend to be relatively low in the early years after 
college graduatioiMnd to rise to a peak in late middle age, but yonthCnl families 
also tend to borrow in the early years of marriage to acquire a home and appli- 
ances. They reach i point at w-hich their debts for these purposes are paid off and 
nefcsaviugs are feasible at some point in middle age. Moreover, it is in tlie early 
years of marriage that a wife, who may also have borrowed as a student, is 
likely to be out of the labor force because of childbearing. For all of these rea- 
sons, and also because inflation, lightens the burden of repayments as the years 
gG?.0B, a relatively lengthy rtpaS'iaent period is very advantageous for student 
borrowers. 

There has been some tendency in Cqngress to prefer the Direct Student Loan: 
program and to be highly critical of the Administration for nmking no pro- 
vision for that program in the 1975 Budget. This attitude is understandable, but 
the Direct Student Loan program presents problems, also, especially serious prob- 
lems of differences in treatment of dift'erent students if it is to exist side by side 
witli the Guaranteed Loan Program. The 3-percent interest rate was appropriate- 
when the program was adopted in the late 1050's, but does it make sense today 
for some students to be eligible for 3-percent loans while others have to pay wqW 
over 7 percent? There is also an understandable tendency on the part of institu- 
tions to give preference to able students in the allocation of loans under this 
program and, I have been informed, to be mqre concerned ^ibout the credit stand- 
ing of the student^ because the institution's own funds are involved, tlian when^ 
it is determining need for a guaranteed loan. 

Let me very briefly review the main features of^the National Student Loam 
Program recommended by the Carnegie Commission : ^ 

1. The Federal Government should eharter a National Student Loan Bank, a 
nonprofit private corporation to be financed by the sale of governmentally guar- 
anteed securities. The Bank would he sclf-sustainin ^xcept for administrative 
costs and the cost of any cancellations of interest ./-cause of low income and of 
principal for any reason other than death, which would be mot out of Federal 
appropriations. 

2. The Bank would make loans in amounts not to exceed $2,000 per year up to a- 
total of $6,000 for undergraduate studios and $10,000 for graduate studies. No» 
student would be eligible to obtain more in loans or in other types of student aid 
in any year than his costs of education, including subsistence costs. 

3. Borrowers would be required to repay loans by paying at least % of 1 per- 
cent of income each year for each ?1,000 borrowed until the total loan and ac- 
crued interest was repaid. This level of repayment would permit the average- 
income earner to repay his loan in approximately 20 years. (Lower earners 
would require a longer period.) For borrowers filing a joint tax return, the 
appropriate rate of repayment for the comUned debt of the husband and wife- 
would be applied to the combined income of the husband and wife. 

4. Provisions relating to the beginning of initial repayments after completion^ 
of studies and after years of service in the armed forces or in national so it ice 
programs would resemble those in existing legislation. There would also be pro- 
vision for deferral of payments during any periods of exceptionally low income. 

5. The Bank would be authorized to enter into an agreement with the Depart- 
ment of the Treasury under which the Internal Revenue Service would undertake- 
all collections. 

C. The interest rate charged the student would be set at a level which is ade- 
quate to permit tlie Bank to obtain the funds and to cover cost of cancellation 
upon the death of the borrower. 

7» There would be no needs test. 

8. There would be no cancellation of indebtedness for entering particular pro- 
fessions. Any remaining indebtedness would he canceled upon the death of the 
borrower or at the end of 30 years from the date of first payment. 



=3Cnrneple Commission: QuaHt}/ ami P.qualUv, Revised Recommendations . , . : pp. 
0-1.3. The lonn proKrnm rPComniPTulorl In tills 1070 report wn.s more cnrefnlly spoiled out 
nnrl somcwliat modified nH compared with the proposals in the earlier 1008 report on 
Federal aid. 
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Unlike full contingency loan programs, such as the proposed Economic Oppor- 
tunity Bank, this program does not involve redistribution of income through dif- 
fering levels of repaynients for Individuals with different levels of income. Lower- 
income borrowers would have to repny their entire debt but would be able to 
s?pread repayments over a longer period. The program is modeled to some extent 
after the well-established Swedish student loan program, but differs in some 
details from that program.^ 

iWe recognize that there may he serious obstacles in the path of early adoption 
of this type of program, but we believe that its many advantiiges over existing 
l>rovisions will lead to increasing support for a program structured ftlong these 
j2:eneral lines. The new Oarnegie Council plans to work out 4i more detailed set 
of recommendations for this type of loan program in the near future. 



* Although provisions of Federal legislation relating to the various student aid 
programs generally allow aid to part-time students on a pro-rated l>asis, adminis- 
trative regulations, notahly in the case of the BOG program, have- limited aid to 
full-time students. This has been -an uuderstandalble limitation in view of the 
iuadequaite funds available. We beUeve that in the future there should be no 
discrimination against part-time students in the allocation of aid. In the last few 
years, the number of part-time students Iras been increasing much more rapidly 
than the number of full-time students. IJetvveen 1970 and 1973, -part-time enroll- 
ment increased 27 i>ercent, .as contrasted with a 6 percent increase in full-time 
enrollment,, on the basis of Office of Education data. In the ease of women, Uie 
increase in i)art-time enrollment was particularly i)ronounce<l — 37 percent as 
compared with 12 percent for full-time enrollment. Among men, the corresi>onding 
increases were nearly 20 percent for part-time enrollment and 2 percent for full- 
time enrollment. Expressing the relationships in n slightly different way, part- 
time students accounted for 38 percent of the women and 33 percent of the men 
who were enrollefd in the fall of 1973. 

•These changes reflect accelerated enrollment in occupational progi-aoUvS in two- 
year colleges, where part-time enrollment is particularly eoramon ; an increased 
tendency ifor mature married women to enroll — necessarily in many cases on a 
part-time basis ; ftnd probably, also, a trend toward the more flexible patterns of 
l)articipation in higher education that tlie Carnegie Commission advocated in its 
report. Less Time, More Options. In addition, in our report on Opportunities for 
Women in Higlier Bducationy we advocaited liberalization of many rules and 
policies that restrict enrollment of part-time students or employment on a part- 
time basis on university and college faculties. 



iln all three of its reports on ITe'cieral aid, the Carnegie Commission advocate<l 
eost-pf-education supplements based on the number of enrollees holding Fe<leral 
.student grants in higher education, l^y the fall of 1971, it was. clear that all the 
major associations representing institutions of liigher education were supporting 
a different approach to institutional aid, calling for capitation paj^ments (based 
on total enrollment. In the face of this .situation, the Carnegie Commission care- 
fully reviewed its position at several meetings and concluded that the arguments 
in favor of the approach it had recommended were compelling. As a result of these 
diseUvSsions, the Commission issued Its report entitled Institutional Aid in S'chru- 
ary 1972, which, among other things, included detailed analyses of how differing 
aid formulas would affect the various types of institutions. In that report, tlie 
Commission stated that, in framing its provisions for Federal aid, the following 
principles were considered to he most important : 

35asic support of and responsibility for higher education remain with the 
states and with private initiative. We are opposed to the developmeni; of a 
f>ingle national system of higher education. ... As a consequence of this 
(I)rlnciple, we do not favor lump-sum aeross-the-board grants to institutions 
from the federal government. This would be the initial step toward a nation- 
alized system as, first, the state would reduce their sense of basic responsi- 
bility, and, second, controls would inevitably follow the lump-sum across-the- 
board grants. 



2* For a discussion of Swccltslt stiulent aid programs, rco Woodhall, : Student Loniift: 
A Review of Experience in Scandinavia ojid^JUlMewhere, George C. Harrup & Co., Ltd., 
London, 1970. / 



PART-TIME STUDENTS 



COST-OF-EDtrCATION SUPPLEJilENTS 




T)ie highest single priority for federal funding in higher education in the 
iOTOs is to help fulfill the two^entury old American dream of social 
■ justice. ... ^ . , i.1 

i^tudents shoum he given the maximum freedom of choice m choosing the 
dns-titution they wish to attend. .. . 

Federal aid ^lould be given in a manner which does not encourage the 
states and private sources to reduce their support. ... 

{The form of federal laid should minimi^se constitutional problems and 
hopefully eliminate them altogether. ... 
The autonomy of institutions should be preserved.'® 
: CThe provisions for cost-of -education supplements in the 1972 Amendments re- 
flected the general, principle supported by the Commission while incorporating 
some special features that the Commission ha'-d not advocated. There has been 
110 funding of the provisions. The argument is now being heard that there is no 
longer a case for funding the cost-of-education supplements, because the slow 
growth of enrollment in tthe last few years has left many, institutions witli 
ainfilied student places and therefore no special inducement dn tlie form of cost- 
of -education supplements is needed to encourage these institutions to enroll 
students holding JTederal gi^ants. We would reply that recent enrollment shifts 
have affected different types of institutions in a highly variable manner and that 
unfilled student places are by no means universally found -in all institutions. 
I'urthermore, the need for institutional payments to assist Institutions in pro- 
viding special educational services to students with Inferior preparation con- 
tinues to be very great. In a recent study of disadvantaged students in higher 
. edueation, it was: found that, even in institutions that have developed special 
l>rograms for these students, future funding of such programs tends to be very 
precarious,"'^ 

In an editorial of May 28, 1974, entitled "The Student Aid Hoax/' the ^'cw 
York T'meis expressed some cogent arguments in favor of funding the cost-of- 
educatlon supplements : 

Three years ago the Carnegie Commission on Higher Education recom- 
mended a formula to aid students and institutions simultaneously. Modeled 
on the concept of a guaranteed annual income, it would automatically en- 
title to scholarship aid any college-age jstudent whose parents' income is 
below a set minimum. At the same time, every college would receive a 
cost-of-education grant for each federally subsidized student. ... 
' Now the Administration has asked for the full funding of the Basic Op- 
portunity Grants (B.O.G.) at a level of $1.3 billion, while not only scuttling 
other important grants and loans, but without making any provision for 
cost-of-education grants to institutions— a fatal defect. 

The plan to link aid to the students and to the institutions is a tandem 
that cannot run successfully on one wheel. Aid to students does nothing 
to solve the institutions' budget problems. The colleges' only alternative 
then will be to -raise tuition, thus wiping out the gains promised to the 
students. . . . 

The specific recommendation^ for cost-of-education supplements included in 
our 1972 report differed somewhat from those included in the two earlier Federal 
aid reports. They called for : 

1. $500 to an institution for each undergraduate student that is the recipient 
of a grant from the^federal government which was made to the student because 
of his financial need, and proportionate supplements for parttime students 
holding such grants. 

2. $200 for each student who receives a' subsidized loan provided, however, 
that no such payment shall be made for students who hold federal grants or for 
students who borrow less than $200 during the fiscal year. (This provision was 
intended to aid institutions in enrolling students from families with incomes 
of $10,000 to $15,000.) « 

A recommendation for cost-of-eduaction supplements for needy graduate 
students holding Federal grants that had been included in the two earlier Federal 
aid reports wa^ dropped, largely because the increasing problems involved in 
using parental income as a criterion for the determination of need were con- 
sidered to be particularly acute in the case of graduate students and a special 
Federal program of aid to needy graduate students was therefore no longer 



25 CarnecIft Gommission : Tnttitutfonal Aid , . . , pp. 2-3. 

Astin. H S , and others: Jlinhcr Education and the Ditadvdntagcd StudvJitt Human 
Service Press, Washington, D.C., 1072. . . - 
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aijpropxiate. The report did, however, recommend cost-of-ediication supple-- 
ments of $5,000 for each i'ederal doctoral fellow enrolled at an institution,, 
in line .with earlier recommendations that had been associated with a proposal 
for doctoral fellowships for e3pecially able graduate students who had been 
advanced to candidacy for a Ph.D. oi- equivalent research doctorate. I shall 
return briefly to the problem of aid to graduate students at a later point. 

The cost of tliese proposals for institutional aid was estimated in our 1072 
report at $950 million, with the needed amount anticipated to rise somewhat 
in subsequent years as the number of student grantholders increased. The pro- 
visions in the 1972 legislation differ, of course, in material respects from the • 
Carnegie Commission recommendations, especially in scaling down the amount 
of the supplements with increasing size of campuses. We have some reserva- 
tions about these provisions, and we also believe that some of their details, 
e.g., the definition of a separate campus, are in need of redrafting. For these- 
reasons, and also because the problem of estimating the cost of implementing 
the intricate provisions is complex, I have not atb^mpted at this point to de- 
velop a careful cost estimate. However, because the final provisions resemble 
much more closely the Senate bill tli'at was under consideration at the time, 
rather than the House bill, I would suggest that an adequate initial appro- 
priation should not, as a rough order of magnitude, be less than about %oOO- 
million.-"^ We expect to undertake a detailed analysis of possible proposed re-- 
visions of the provisions for cost-of-education supplements during the coming 
year. 

Tuition Policy in Public Higher Education 

The Carnegie Commission recommendations relating to tuition policy in public- 
higher education, as set forth in W7lo Benefits?, have been subject to a certain 
amount of misinterpretation and have been erroneously assumed in many quar- 
ters to be essentially eouivalent to the recommendations of the Committee for- 
Economic Development. We hope that the recent clarification of our policy in 
Tuition, a copy of which has been supplied to some members of tJie yuboonunit- 
tee, has served to overcome misimderstandings. 

Let me briefly review the Commission's recommendatio us on tuition policy 
as they developed chronologically : 

1. In the Open-Door Colleges, issued in June 1970, the Commission stated its 
belief that tuition charges in community colleges should be held to low levels 
and that, as Federal aid is expanded and the States strengthen their financial 
support of community colleges, a Statewide no-tuition policy should be followed 
in as many States as possible. It was specifically recommended that : 

. . . states revise their legislation, wherever necessary, to provide for 
uniform low tuition or no tuition charges at public two-year colleges." 

2. In Tlie Capitol and the Campus, issued in April 1971, the Commission broad- 
ened this recommendation to call for no tuition or very low tuition in the first, 
two years of all puUic institutions, including community colleges, state colleges,, 
and universities. It also warned that, when public institutions found it neces- 
sary to raise tuition and other required fees, increases should be at no higher- 
rate than increases in pei* capita personal disposable income. As indicated earlier 
in this statement, moreover, the Commisison recommended that States sliould 
not consider raising tuition levels at public institutions until after establLs^i- 
ment of a tuition grants program."* 

3. In Who Benefits?, it was again recommended that public institutions and' 
especially community colleges — should maintain a reiiitivGly low-tuition policy 
for the first two years of higher education. It was also recommended that public 
colleges and universities should carefully study their educational costs per 
student and consider restructuring their tuition charges at upper-division and 
graduate levels to more nearly reflect the real differences in the cost of educa- 
tion per student, eventually reaching a general level equal to v.hont one-third 
of educational costs.^° 

This same recommendation for restructuring tuition charges in favor of lower- 
division students, and for progressively higher charges at upper-division anrl 
graduate levels, was also made for* private institutions. Private colleges and 
universities, in addition, were urged not to increase their tuition charges more- 



^ See Hartmnn. op. cU., p. 485. 

2" Carnoffio Commission : IPhe Opcn-Door Collcpes . . . , p. 40. 
^ Cnrne^ri(> Commission : Tha Cnpilol n)Kl the OampH» . . . , pp. 85-80. 
30 Carnegie Commission : Tr/to Zic/ic/Jtfl.^ . . . , pp. 10S~109. 
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jrapidly than per capita disposable income and, if possible, to hold increases 
'-ll>elow such a rate.^^ 

This aspect of the recommendations in Who Benefits? was largely ignored 
in the response of the press and of some critics. 

Why was the Commission so consistently in favor of low or no tuition in the 
-first twu years of higher education? The most important reason, I believe, was 
that it felt UxfM students should be given niaximum opportunity to try out their 
-chances for successful achievement in higher education in the ilrst two years, 
with a minimal financial burden. At this stage, many students are uncertain 
-about their probability of succeeding and, sometimes, even of their motivation or 
taste for advanced study. The community colleges, it was felt, had an especially 
Important role to play in offering a truly open door to many students who, for 
one reason or another, had not performed up to their potential in high school 
and should be given a "second chance," A door is not very open, even with un- 
selective'admission policies, if tuition is a barrier. And many youthful students 
-are wary of borrowing, especially if they are from low-inccme families and have 
experienced the extremely diflacult problems that indebtedness can sometimes 
cause for those families. 

Once a student has successfully advanced to upper-division work, he can be 
-expected to be more confident and, if he wishes to continue in, or transfer to, 
.aa institution with costs beyond those available to him through student grants 
'OH! Jiis parents' contributions, should be prepared to augment his resources through 
part-time work or borrowing. 
- I now come to the Commission's recommendations for raising tuition somewhat 
^at upper-division and graduate levels, in tliose cases in which it falls below 
-about one third of educational costs per FTE student. This recommendation 
must be interpreted in the light of a background in which a good many economists 
had been pointing out,* during the previous 10 to 15 years, that low tuition bene- 
.fited students from middle- and upper-income families far more than it benefited 
students from low-income families. The reason for this was that many students 
from loW-income families would not be able to afford to go to college even with 

• the benefit of "low or no tuition, because they would have great difficulty in 
meeting the subsistence and other expenses involved. In many cases, tliey and 
their families could not afford to do Tvithout the earnings they could receive if 
*not enrolled. Or. to put the point somewhat differently, foregone earnings repre- 
-sent a much sacrifice for students from low-income families than for students 

from affluent families.^ 

On the other h.and, the Carnegie Commission was not prepared to move 
^toward a full-cost tuition policy for public institutions, as advocated by a sig- 
. nificent number of economists and by many strong supporters of private higher 
•-education. This, it felt, would force too maiiy students into heavy debt and 
would involve a sudden, and probably undesirable, change in the rules for 
^today's generation of students, in contrast with older generations who had enjoyed 
ithe benefits of access to low-cost public higher education. 

liCt me now set forth the Commission's reasons for its recommendation as 

• stated in the recent report on Tuition : 

"The basic reason is that public subsidies can be channeled to students who 

• need assistance more effectively through a combination of modest, tuition charges 
;antl student aid than through primarily reliance on very lov/ or no tuition. When 

students are subsidized primarily through very low or no tuition, the benefits 
ifiow to all students attending public four-year institutions regardless of family 
income. In other words, the benefits fiow to many students who could well 
-afford to pay atleast u modest tuition charge . . . 

'"A low tuition policy by itself tends to channel more subsidies to higher-income 
jqroups in total because more young persons attend college from those group.s. 
A targeted student aid policy by itself tends to channel more subsidies to lower- 
income groups , . . Current policy, which combines some elements of each approach, 
•channels soiuewliat more total aid proportionately to higher-income groups. The 
reoommendations of the Carnegie Commission would more nearly balance sub- 
sidies among income levels (see Chart 2). . . 

The report emphasized, however, that the Commission did not favor tuition 
increases that were not accompanied by increased student aid. In faot, it> 
indicated that the Commission favored an increase in student aid in the near 
future that would exceed, in total amounts of dollars, any increase in tuition 
revenue. Tlie report also pointed out that the one-third standard was consistent 

S]K)r'*a%aHIculnrly able statement of the case ncnlnst low tuition, sec Nerlove, Jf, : 
^*On Tuition. and the Coat? oC Hlffhor Education : Prolegomena to a Conceptual I« rnme- 
T^vliin jou^^^^ Economy, toI. 80, no. 3, pp. S178-S218, Afay-June 1072. 
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with the situation that had evolved historically, in which students and their 
families meet approximately one-third of total institutional educational costs. 

Chart 2.~-Distribution of public subsidy funds benefiting undergraduates, by 
family income quintile, under four alternative assumptions. 

Family 

income A. Existing public tuition B. Basic Opportunity Grouts 

quintile sttbsidics only* program only^ 



V (highest) 



J/J 



27% 



2^% 



II 



I (lowest) 



16% 



169 



C Existing pu hi ic tuition 
sttbsidics ami student aid"^ 



III 



II 



179 



19> 



10% 



30% 



60% 



/). Fublic nation subsidies and student 
aid under full implementation of 
Corne^ic Commission recommendations^ 



19% 



18% 



17% 



21S 



25% 



Mncludes tuition Mil)Stdie<; at ^\ih\\<: inMilutions and csiimated tuition subsiJios 
from public funds :»{ private' institulion^. 

■'Assumes total annual expenditures of 51.3 bUlion, as recommended by tho 
fedeial aUministiatinn for 1974-75. .md existing eligibility standards. 

^•Includos tutnl (^stinialed tuition subsiJies and Student aid froln public funds at 
public and private institutions. 

§ Includes modified tuition subsidies at public institutions, e.stim:iled tuition 
sidics from publi;: funds at private insiilutions, and tot.il student aid from public 
funds, including inciejses recommended by the Commis.sion. 

Source: Carnegie Commission on Higher Education: Tmtlon: A SuppJevjcntal 
Statement to the Report of the Oamegie Commission on H iff her Education o)i 
'Who Pays? Who Benefits? Who Should Payt; Berkeley, CaUf., 1974, p. 9. 
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The increases required by this policy, the report pointed out, were not nearly 
as pronounced as had been indicated in ^Yho ifetie^t^f, where an inappropriate 
and out-dated measure had been used to estimate the ratio of tuition to educa- 
tional expenditures In public institutions. AVe now estimate that revenue trom 
tuition and required fees in public four-year institutions represents at least 24 
percent of educational expenditures and, if adjusted for the high costs of graduate 
and medical education, is probably about 27 to 28 percent of undergraduate 
educational costs in 1973-74. For universities alone, the appropriate hgure may • 
be as much as 30 percent. The earlier report had used a figure of 17 percent. 

Thus, on the average, the implied average increases in tuition over the next 
ten years are no more than one percent a year over the rise in undergraduate 
educational costh per student and jpvobably less than tiiat. This is a far smaller 
Increase than the CED recommendationg imply, as the new report on rmiion 
shows (page 25). Howevei, ratios of tuition to educational costs vary greatiy 
among States and among institutions. In some States, notably Pennsylvania, 
tuition tends to represent at least one-third of educational costs at the present 
time, whereas in others, e.g., Texas, the ratio is much lower. Thus* the actual 
increases implied vary greatly and in some cases, as in New Hampshire and 
Vermont, tuition revenue substantially exceeds one-third of educational costs. 

Understandably there has been concern in recent years over the impact of 
tuition increases, spurred on by sharply rising costs, on middle-income students 
who do not qualify for stndent j^rants. The report of the National Commission 
on th^ Financing of Postsecondary Education included a chart that showed a 
particularly sharp drop between 1967 and 1972 in the percentage of young persons 
enrolled from families with incomes of $10.000-$15,000 in constant 1972 dollars.*' 
However, analysis of income changes between 1907 and 1972 shows that income 
Increases tended to vary directiy with family income, with families at higher 
income levels experiencing more pronounced increases than families at lower 
Income; levels. A more accurate way of measuring the impact on middle-income 
students is to compute enrollment rates for family income quintiles, i.e., fifths 
of all families in terms of income levels : 



{In percent] 





1967 


1972 




39.1 

17,7 
30.0 


37.8 
19.4 

30.3 
39.9 
52.2 





Source: U.S. Bureau ot M Census, Current Population Reports, Series P-20, Nos. 190 and 260, 1959 and 1974. 

The results show that it was only in the two highest quintiles (which had to 
be averaged because there was no breakdown of family incomes for the $15,000 
and over group, within which the upper boundary of the second highest quintile 
fell) that there was a decline in the enrollment rate during the 5-year period. 
We do not have enough information on the factors underlying recent shifts in 
enrollment patterns, but can be certain that at least four factors are involved : 
(1) the increasingly high cost of attending oollege, (2) changes in the draft law 
that have made it no longer necessary to attend college in order to avoid military 
service, (3) the unfavorable job market for college graduates in some fields, 
and (4) the increasing tendency for students to "stop out" of college for a period 
and return later. . rr, - .^x 

If, however, one looks closely at the enrollment rates in Table 1, it becomes 
apparent that it is primarily among youthful white males that a nharp decline 
occurred between 1969 and 1973, and this suggests that the change in the drafts 
situation was probably an especially important influence. 

I shall return to some concluding comments on relationships between student 
aid and tuition policy after discussing briefly the problem of support for graduate 
education. 



3» National Commission . . . , op. oit,, p. 27. 
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BUPPOBT OP OBADUATE EDUCATION 



Tlie raaln thrust of the present hearings, as I understand it, is on assistance 
lor undergraduate students, but I would be remiss if I did not comment on the 
unsatisfactory state of support of graduate education. Since 1968 there has been 
an. extremely sharp drop in the number of graduate students receiving support 
.by Federal fellowships or traineeships, as well as a cessation of several large 
foundation- supported fellowship programs. This has been accompanied by cut^ 
backs in graduate 'education programs in some of the nation's most prestigious 
^graduate schools, and by a shift in graduate enrollment away from universities 
and toward State colleges. 

The marked change in the job market for Ph.D.s since 1968 has led in some 
•circles to a general attitude of skepticism about the desirability of providing 
•doctoral fellowshii.>s. This attitude, we believe, is dangerous and undesirable. jThe 
nation's leading graduate schools are a major- national resource and should be 
protected against the hazardous impact of sharp fluctuations in Federal support. 
tThe long-run trend is clearly toward a continuing increase in the relative pro- 
portion of highly trained doctorates required by our economy. Already the market 
for Ph.D.s in engineering has turned around completely since the late 1960s, so 
that we now have a shortage, and surpluses are also beginning to disappear in 
some of the natural sciences. A sustained and sensible Federal policy of support, 
of graduate education and research should be a basic element of national policy. 

The Carnegie Commission has recommended the gradual phasing out of present 
'doctoral fellowship programs offered by various Federal agencies and the estab- 
lishmerxt of a single fellowship program with selection based upon demonstrated 
:academic ability without reference to need for graduate students advanced to 
candidacy for the Ph. D. or equivalent research doctorates. The number of first- 
:year fellowships awarded should equal one-half of the average of the national 
^otal of earned doctorates in the fourth, third, and second year preceding the 
year in which the fellowships are awarded." The Commission also recommended 
cost-of-education supplements to go along with these fellowships, as suggested 
above, and has developed recommendations designed to prevent continued pro- 
liferation of doctoral-granting institutions.^ 



As we look toward the future, we must be prepared for the possibility that 
legal decisions may eventually outlaw the use of parental income as a criterion 
ior the determination of need for student aid. This may well turn out to be one 
of the inevitable consequences of the lowering to 18 of the legal age of adult- 
hood. Already we are in a situation in which increasing numbers of students are 
seeking independent status in applying for student aid. Fortunately, in terms 
of equitable allocation of student aid funds, tliese "independent" students are 
evidently predominantly from low-incoine families. But if the legal situation 
should outlaw the use of parental income in the determination of need, we shall 
bo in a whole new "ball game" they will call for a new set of policies to encourage 
equality of opportunity. 

Looking ahead toward this eventuality, and for a number of other important 
reasons, the new Carnegie Council is now conducting a study, in cooperation 
with the iVnierican Council on Education, of "two years Of free access" or ''two 
jears in the bank," — a concept that was put forward in the Commission's report, 
/jG}{3 Thna, More Options."^ As one part of this study, we are exploring various 
.alternative ways in which the Federal Government might provide financial 
encouragement for imp) omenta t Ion of policies of low or no tuition in the first 
two years of higiier education. The. Carnegie Commission, as I have shown, 
oinplia sized the de.si rabili ty of such policies, but it did not develop specific 
ivcommcndations for implementing them. ' 

Because tuition charges vary greatly among State systems of public higher 
education, and even Within such systems, tiie problem of devising an appropriate 
ilormula for Federal financial support aimed at low tuition is not simple. If the 

J'^For further details, see Quality and EtinaUty, Revised \Reconimejulatioj\tt .... pp. 
15-10. 

''•'^ See Carnegie Commission: Oollcuc Gradnatca and John: Adjustiitg to a New Lahor 
iVnrl:ot Situation, McGraw-Hill Book Company. Now York. 1073. Section 8. 

^«Carnp;jie CommlKslon : Leaa Time. Mot'e Optiona: Education Beyond the High School^ 
:RrcGrawnill Book Company, New York, 1071. For further lUscusslon of the concept, 
see Ciirnoi;le Commission : Toward a Learning Society, McGraw-Hill Book Company, New 
York, 1073. 
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Federal Goyemment were simply to "pick up" all or a portion of the cost in terms 
of lost revenue to State systems, it would be penalizing the systems that already 
have low or no tuition and rewarding those with high tuition. Thus, some other 
approach must be sought. We are exploring, among other alternatives, a number 
of formulas that might be used in a program of Federal grants to the States 
for this and perhaps related purposes. But we are not prepared for any policy 
recommendations on this issue at present. 

In eon elusion, I would like to stress the point that we a-egard adequate 
funding of the BOG program, along with liberalization of eligibility standards 
and other improvements in the program, as the number one priority at the 
present time. 

Mr. O'Hara. The committee will meet next on Friday to hear 
testimony from the Commission on Financing of Post-Secondary 
Education at 10 o'clock in this room. 

The committee now stands adjourned. 

[Whereupon, at 12:30 p.m., the subcommittee recessed, to reconvene 
oil Friday , June 28.] 
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HIGHER education: WHO PAYS? WHO BENEFITS? WHO SHOULD PAY? (1073) 

The Effects of Two Proposals for Higher Education Finance 
(By Robert W. Hartman and Arthur Hauptman) 



Public 
institutions 



Private 

institutions 



Public and 
private 
institutions 



FuU-timt tquiviient student enrollement (in thousands).-. 

Expenditures on student education (in billions) 

Expenditures per full4ime equivalent student 

Tuition and fees income (in billions) - 

TuWon MRl fees per full-time equivalent student.-.- 

Tuition and fees as a percent of educational expenditures-. 



5,066 
$9.6 
a 895 
$1,887 
5372 
20 



1,698 
54.4 
$2,591 
$2,963 
$1, 745 
67 



6,764 
114.0 
$2, 070 
$4,850 
$717 
35 



The table below shows the level of government support for higher education 
•for academic year 1970-71. Once again, the source for this information was 
Carnegie Commission, Who Pays? Who Benefits? (This table includes research, 
while the previous one excludes most research expend! tiu'es.) 



Public institutions 

Total Dollars per 
(billions) FTE 



Private institutions 



Public and private 
institutions 



Federal: 

Institutional Income accounts $2. lo 

Student aid 1.535 

Total Federal support-.^ 3.715 

•State and local: ^ _ ... 

Institutional Income accounts 7. 494 

Student aid v3S? 

Total State and local support 7. 796 

All lovernments:. 

Institutional income accounts— 9- 674 

Student aid 1-837 

Total lovarnmental support 11. 511 



430 
303 
733 

1,479 

60 
1, 539 

1,910 
362 
2, 272 



Total 
(billions) 


Dollars per 
FTE 


Total 

(billions) 


Dollars per 
FTE 


$1.61 
.512 
2. 122 


948 
302 
1,250 


$3. 79 
2.047 
5.837 


560 
303 
863 


.11 
.034 
.144 


65 
20 
85 


7.604 
.336 
7.940 


1, 1?4 
50 
1,174 


1.720 
.546 
2,266 


1,013 
322 
1,335 


11.394 
2.383 
13.777 


1.685 
352 
2, 037 



ALTERNATIVE 1 : HEAVY GOVERNMENT StJPPORT IN ORDER TO PROVIDE ACCESS TO PUBMC 
. AND PRIVATE HIGHER EDUCATION 

This alternative considers what would have happended in the 1970-71 acsi- 
demic year if the following measures were taken: ^ ^r. ^ 

II. State and local governments increase their institutional support so that zero 
tuition and fees are maintalne<l at all public institutions. , ^ , ^, 

b States provide additional subsidies to students at private institutions so 
that the per student subsidy at public and private institutions are equal. 

c. Federal government initiates a Basic Grant Program with u maximum grant 
of $1,400 ( this program is assumed to cost $1.5 billion) . 

The following changes would have resulted from this approach : 

(1) Totiil government support would increase by $5,611 billion, an increase ot 
41 percent. State and local support would rise by $4.1 billion (52 percent), while 
federal support would rise by $1.5 billion (26 percent) . 

(223) 
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(2) State and local support for public institutions would rise by $1,887 billion 
(a 24 percent increase), wliile state subsidies for students in private institutions 
would be increased by $2,224 billion (a 1,500 percent increase). 

(3) Government per .student support at public institutions would have risen 
from $2,2t2 to ,^^2,866 ; subsidies for students in private higher education would 
nave gone from $1,335 to J?2,S80. 

(4) Under this plan a student with no family means who attends a public 
msiititution would be $1,772 better ofi! than previously ($1,400 from the federal 

^ijj^nt and $372 from lowered tuition), while middle- income students would be 
^.^72 better off at public institutions. 

ALTEUNATIVE 2 ; RISE IN PUBLIC TUITION AND FKES, MORE GOVERNMENT FOCUS ON 

STUDENT AID 

This alternative considers the effects of a rise in tuition and fees at public 
institutions coupled with expanded student aid programs. The following 
assumptions have been made. 

a. State and local governments would raise tuition and fees at public institu- 
tions to 35 percent of educational expenditurv:^, up from 20 percent in 1970-71. 

l), State and local governments would then use the income derived from the 
increased tuition and fees in need-based grant programs. 

e. The federal government would provide a basic grant program on top of the 
.state grant programs. The federal program would have a ihaximum grant of 
$000 and would cost approximately $1.0 billion. 

If these changes had been effected in 1970-71, the following results could have 
l|een expected : 

(1) Totafgovernnient support would increase by $1.0 billion, with all of the 
increase coming in the federal sector. State institutional supjport amounting to 
.$1.5 billion would be converted into student aid, but the total amount of state 
support would remain unchanged. 

' (2) Average tuition and fees at public institutions would rise from .$372 to 
$G03, and increase of $291. At the same time, governmental student aid support 
would increase by $2,473 billion, an increase of 104 percent. 

(3) Student aid would go to 50 percent of full time equivalent enrollments, up 
from the 30 percent estimated in 1970-71 under current financing arrangements. 
Student aid per aid recipient would increase by $262 (from $1,174 to $1,430) , 
about equal to the tuition increase at public institutions. 

(4) The state scholarship program would provide a maximum grant of $1,400 
(aHSumiug state scholarships were liniited to the Basic Opportunity Grant popu- 
lation), while the maximum federal grant would be $900. ThuQ, a student with 
no family means would receive $2,300 and face an increase in public tuition of 
$21)1, making him $2,000 better off than in 1970-71 if he was not a giant 
recipient under current financing rules. Middle nicome students would face the 
liigher public tuition charge and adequate loans would have to be forthcoming 
to them. 

A gues.s is that loan supply would have to go up by $500 million to offset the 
tuition rise for students between $12,000-20,000 family income. 
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STUDENT FINANCIAL ASSISTANCE 
(Miscellaneous) 



FBrlDAY, JUNE 28, 1974 

House of Eei»hksentatives, 
Special Subcommittee on Education 
OF THE Committee on Education and Labor, 

Washingto7i^ D.G, 
The subcpmmittee met at 10 :15 a.m., x^ursuant to adjournment, in 
Cannon House Office Building, Hon, James G. O'Hara (chairman 
of the subcommittee) presiding. 
Present : Kepresentatives O'Hara <and Dellenback. 
Mr. O'Hara. Today the subcommittee will take testimony on the 
report of the National Commission on the Financing of Postsecond- 
ary Education. Unlike the Carnegie Commission and the CED, which 
were essentially formed as a result of private initiative, and unlike the 
Newman Task Force, which was ci'eated by the executive branch, the 
National Commission was created 'by act of Congress — by section. 140 
of Public Law 92-318, the Education Amendments of 1972 as amended 
by Public Law 93-35. Tlie relevant provisions of law will be printed, 
absent objection, at a proper place in the hearing record. 
[The information refei-red to follows :] 

Education Amendments op 1972 (Public Law 92-318) 

study op the financing op posts econdaux education 

Sec. 140. (a) (1) It is tlie i)iirj)ose of thi.s section to authorize a stiuly of the 
impact of past, present, and anticipated private, local. State; and Federal .sup- 
port for postsecondary education,- the appropriate role for the State.s in support 
of higher education (inclnding the application of State law upon po.stsecoudary 
educational opportunities), alternative student assistance programs, and the 
potential Fe<leral, State, and private participation in .such programs. 

'(2) In order to give the States and the Nation the information needed to 
assess the dimensions of, and extent of, the financial crisis confronting the 
Nation's postsecondary institutions such study shall determine the need, the 
desir.ability, the form, and the level of additional gove mm entail and private 
assistance. Such study shall include at least (A) an analysis of the existing 
programs of aid to institutions of higher education, various alternative propo.sals 
pre.sented to the Congress to provide assistance to institutions of higher education, 
as well as other viable alternatives which, in the judgment of the 
Commission, merit inchision in such a study; (B) the co.sts, advantages and dis- 
advantages, and the extent to which each proposal wouki presence the diversity 
and independence ot such institutions ; and (C) the extent to which each would 
-.^ulvance the national goal of nuiking postsecondary education accessihie to aH 
individuals, including returning veteran.s, having the desire and abiUty to con- 
tinue ttieir education. 

(b) (1) There is 1ierel»y established, as an independent agency within the 
executive branch, a National Commission on the Financing of Postsecondary 
Education (referred to in this section as the "Commi.ssion") . Upon the submis- 
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sioa of its final report required by subsection (d) tlie Commission s^hall cease 
to exist. Upon the submission of its tiiial report required 'by subsection (d) tlie 
Commission shall cease to exist, except that it shall, if necessary, have a reason- 
able Jtime (but not later than June 30, 1974) to terminate the affairs of tihe 
Commission. 

_ (2) The Department of Health, Education, and Welfare shall provide the 
Commission with necessary administrative services (including those related to 
budgeting, accounting, financial reporting, personnel and procurement) for which 
payment shall be made in advance, or by reimbursement, from funds of the 
Commission and such amounts as may ibe agreed upon by the Commission and the 
Secretary of Health, Education, and Welfare. 

U3) The Commission shall have authority to accept in the name of the United 
States, grants, gifts, or bequests of money for immediate disbureement in further-- 
ance of the functions of the Commission. Such grants, gifts or bequests, after 
acceptance by the Commission, shall be paid by the donor or his representative 
to the Treasurer of the United States w±0He receipts shall be their acquittance 
The Treasurer of the United States shall enter them in a special account to the 
credit of the Commission for the purposes in each case specified. 

(c) In conducting such a study, the Commission shall consider— 

'(1) the nature and causes of serious financial distress facing institutions of 
postsecondary education ; and 

(2) alternative models for the long range solutions to the problems of 
financing postsecondary education with special attention to the potential 
'Federal, State, local, and private participation in such programs, including 
at least-^ * 

»(A) the assessm.ent of previous related private and governmental 
studies and their recommendations ; 

'(TB) existing State ind local programs of aid to postsecondary 
Institutions ; - 

(C) the level of endowment, private sector support and other incomes 
of postsecondary institutions and the feasibility of Federal and State 
Income tax credits for charitable contributions to postsecondary 
institution^ ; 

1(D) ithe level of Federal support of postsecondary institutions through 
such programs as research grants, and otlier general and categorical 
programs ; 

♦(E)' alternative forms of student assistance, including at least loan 
programs based on income contingent lending, loan programs which util- 
ize fixed, graduated repayment schedules, loan programs wliich provide 
for cancellation or deferment of all or part of repayment in any given 
year based on a certain level of a borrower's income ; and existing stu- 
dent assistance programs including those administered by the Public 
Health Service, the National Science Foundation, and the Veterans Ad- 
ministration ; and 

J(F) suggested national uniform standards for determining the annual 
per student costs of providing postsecondary education for students in 
attendance at various types and classes of institutions of higher 
education. 

(d) 'No later than December 31, 1J>73, the Commission shall make a final report 
to the President and Congres.S on the results of the investigation and study 
authorized by ttiis section, together with such findings and recommendations, 
including recommendations for legislation, as it deems appropriate, including 
suggested national uniform standards referred to in subsection (c) (2) (F) and 
any related recommendations for legislation. No later than 60 days after the 
final report the Commissioner shall make a report to the Congress commenting 
on the Commission's suggested national uniform standards, and incorporating 
his recommendations with respect to national uniform standards together with 
any related recommendations for legislation. 

(e) In order to carry out the provisions of this part, the Commission is author- 
izedrto — 

'(1) enter into contracts with institutions of postsecondary education and 
other aiipropriate individuals, public agencies and private organizations ; 

(2) appoint and fix the compensation of such personnel as may be 
necessary ; 

(3) employ experts and consultants in accordance with section 3109 of 
title 5, United States Code ; 
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(4) utilize, with their consent, the services, personnel, information and 
facilities of other Federal, State, local, and private agencies with or with- 
out reimbursement ; and 

(5) consult with the heads of such Federal agencies as it deems appro- 
priate. 

(f) (1) The Commission is further authorized to conduct such hearings at 
such times and places as it deems appropriate for carrying out the purposes of 
this section. 

(2) The heads of all Federal agencies are, to the extent not prohibited by law, 
directed to cooperate with the Commission in carrying out this section. 

(g) (1) The Commission shall be composed of — 

(A) two members of the Senate who shall be members of the different 
.political parties and who shall be appointed by the President of the Senate; 

(B) two Members of the House of Representatives who shall be members 
oi different political parties and who shall be appointed by the Speaker of 
the House of Representatives ; and 

(C) not to exceed thirteen members appointed by the President not later 
than ninety days after the date of enactment of this Act. Such members 
shall be appointed f rom— 

(i ) members of State and local educational agencies ; 

(ii) State and local government officials ; 

(iii) education administrators from private and public higher educa- 
tion institutions and community colleges ; 

(iv) teaching facility ; 

(v) financial experts from the private sector ; 

(vi) students; 

(vii) the Office of Education ; and 

(viii) other appropriate fields. 

(2) The President shall designate one of the members to sci've as Chairman 
and one to serve as Vice Chairman of the Commission. 

(3) The majority of the members of the Commission shall constitute a 
quorum, but a lesser number may conduct hearings. 

(4) The terms of office of the appointive members of the Commission shall ex- 
pire after submission of the final report. 

(h) There an^ hereby authorized to be appropriated $1,000,000 for the period 
beginning on the date of enactment of this Act and ending July 1, 1974 for tlie 
purpose of carry ing out the provisions of this section. 

(20 U.S.C. 1070) Enacted June 23, 1972, P.L. 92-318, sec. 140, 86 Stat. 282, 
284, and amended May 16, 1973 by j?ublic Law 93-35 87 St.^t. 72. • 

Mr, O'Hara, The Commission was duly appointed, began and com- 
pleted its work, and filed a final report at the beginning of this year. 
The report of the Commission deserves particular attention by this sub- 
committee because two of our distinguished members — the gentleman 
from Indiana and the gentleman from Oregon — were among the mem- 
bers, and, I am advised, the hardest working members of the Commis- 
sion, The Chair notfts the presence in the room this morning of 
Mr, Lellenbacic and conveys Mr, Brademas' apologies. 

The Commission witnesses this morning include its chairman, 
Mr, Don Leonard, attorney at law, of Lincoln, Nebr, ; the executive 
director, Dr, Ben Lawrence, now with the National Center for Higher 
Education Management Systems, Boulder, Colo,; Dr, Greorge 
Weathersby, associate director, now at Harvard University; Mr. 
Dan Martin, of the Associated Colleges of the Midwest ; and Dr, Peter 
Muirhead of the U,S, Office of Education, 

All of these witnesses are distinguished educators and experts in 
their own right, but I think* they will all forgive me if I single out 
one of them for special mention at this time. 

Ever since I first came to the Congi-ess, whenever there has been a 
question to be asked about Federal education policy — and partic- 
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ularly postsecondaiy education policy, the natural thing to do, no mat- 
ter who was m charge at the very top of the Office of Education, or 
the Department of Health, Education, and Welfare, has been to pick - 
up the telephone and ask Peter Muirhead. 

Peter Muirhead, I am grieved and a little skeptical to say, is about 
to retire from the Office of Education. After IG years of advising Con- 
gressmen, Presidents, Commissioners, Secretaries, college deans, school 
board chairmen, parents and students, Peter Muirhead is about to 
leave public life— or so he thinks. 

The fa:ct is that as long as I have Peter's telephone niimbei— and 
I understand he will still be in the Washington area— he is not going 
to get oS without advising me. And I think I speak for every member 
of this subcommittee, for all those who have testified before us, for all 
those who have worked with him, and for the millions who have 
benefited from his work, when I say that Peter Muirhead may be off 
the payroll, but he cannot be taken off the honor roll. Let me tender 
to you the official and formal thanks of this subcommittee for all your 
help over a great many years. 

Mr. Muirhead. Thank you, Mr. Cliairman, for those gracious and 
generous remarks. It has been an eventful time to work m the Office 
^ of Education during these past 16 years— a period when the Federal 
interest in education has been and continues to be "center staee" in 
the deliberations of our Government. Although I have been privileged 
to work for the executive branch during all of tliat period, one of the 
most precious memories that I will take with me will be that of the 
creative wisdom and pipductivity of this committee and its unswerv- 
ing commitment to serving the postsecondary education needs of our 
youth. 

Mr. O'Hara. Gentlemen^ I don^t know if we really ought to let Mr. 
Dellenback sit up here. It is sort of a conflict of interest but I guess it' 
is all right. 

Would you like to make some observations ? 

Mr. Dellenback, I am here to ride shotgun. 

Mr. O'Hara. I am sure they don't need any j^rotecting but I am 
sure you will do a good job if they do. 
Gentlemen, if you will proceed. 

STATEMENTS OF PETER MUIRHEAD, DEPUTY COMMISSIONER FOR 
HIGHER EDUCATION, U.S. OFFICE OF EDUCATION; DON LEON- 
ARD, LINCOLN, NEBR., CHAIRMAN, NATIONAL COMMISSION ON 
THE FINANCING OF POSTSECONDARY EDUCATION; BEN LAW- 
RENCE, NATIONAL CENTER FOR HIGHER EDUCATION MANAGE- 
MENT SYSTEMS, DENVER, COLO. (FORMER EXECUTmi 
DIRECTOR, KCrS) ; GEORGE WEATHERSBY, HARVARD UNIVER- 
SITY (FORMER ASSOCIATE DIRECTOR, NCFPE); AND DAN 
MARTIN, ASSOCIATED COLLEGES OF THE MIDWEST 

Mr. uEONARD. I believe Dellenback and Brademas have been riding 
shotgun to assure the Commission got things done in the last year and a 
half. 

Chairman O'Hara, members of the subcommittee, ladies and gentle- 
men, this presentation is the last official act of the National Commission 
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on the Financing of Postsecondary Education. In a sense it is appro- 
priate that our last official act end here, becaiise I understand that the 
initial discussions that led to the Commission's creation started here. 

On: the other hand while the Commission's work has ceased we are 
pleased at the work we have stimulated. As you are aware, in discharg- 
ing its riBspOnsibilities, the Commission chose not to rehash old issues 
so thorougUy examined by other study groups, but tried to add some- 
thing new to the base of knowledge they had accumulated. Of course 
the Commission's report, its staff reports, and its data base provide 
testimony to. one of its major impacts. I am attaching a list of Connnis- 
sion reports now completed for your information. 

This includes the basic report of the Commission and certain staff 
reports which have been issued or soon will be. 

The Commission's approach, of course, has been well publicized. It 
was to devise a means whereby we could determine in a more sys- 
tematic way, and hopefully more accurately, what would happen in the 
future if we chose one policy alternative as opposed to another in the 
financing of postsecondary education. It has recommended the use of 
an analytical framework and placed high priority on assembling 
pertinent data to permit the thorough analysis of policy proposals 
to assist Federal and State policymaKers in making wise choices con- 
cerning the financing of educational services to our people. 

The Commission has also attempted in a rudimentary way to use 
that framework and data to demonstrate the potential usefulness of 
such an approach and to provide you with the most current informa- 
tion availaole. We find evidence already that these approaches are 
being seriously attempted and we are pleased. 

I am distributing a publication by our Executive Director which 
provides a brief summary of the Commission's report which you may 
find easier to utilize and make reference to than the large volume. 

We would also like you to be aware that we have completed our 
assignment within the time frame provided and within the appro- 
priation provided, 

I would like to give high compliment to the staff who worked long 
hours in bringing about the work of the Commission. 

In your lette;? of June 12, 1974, you asked us to focus our attention 
on the student assistance (questions and these issues, such as tuition and 
institutional aid policies which are part and parcel of the student as- 
sistance question. We intend to do that. 

Dr. Weathersby will report the findings of the Commission that are 
relevant to student assistance. Dr. Martin will speak briefly about 
diversity and disti'ess in institutions as related to student financial 
assistance focusing particularly on the concerns of private and other 
hi/2^h tuition institutions. 

Dr. Lawrence will speak to you about objectives and incentives of 
parents, students, institutions, and States, and how that affects the 
effective operation of Federal financing programs and finally in our 
discussions following our initial presentation we hope to be able to 
present some personal observations that cannot be attributed to the 
Commission's work but arise out of our experience with the Comrnis- 
sion and other involvements in the postsecondary education enterprise. 

In particular it is the hope of the pi*esident, that the presence of Dr. 
Muirhead can add materially to this discussion. 
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Smce we have x)r&pared statements we will summarize them briefly, 
trusting that the summary will stimulate our discussions with you and 
that you will have an opportunity to read our prepared statements at 
another time. 

Dr. Weathersby. 

Mr. Weathersby. I am not going to read this docmnent in its en- 
tirety but will highlight it as I go through. 

Mr. O'Hara. Without objection the statement will be included in 
the record in its entirety. 

Mr. Weathersby. In view of the recent subcommittee hearmgs on 
student assistance policies, I believe much of the work of the National 
Commission will be directly relevant to your considerations. In the 
next few minutes I would like to share with you the substantive re- 
search findings and procedure of the National Commission and to 
relate my personal observations. 

The Education Amendments of 1972 will be regarded as landmark 
legislation because it created numerous new financing programs for 
postsecondary education, including the National Institute for Educa- 
tion, the fund for improvement of postsecondary education, and the 
basic educational opportunity grants (BEOG), as well as extending 
virtually all of the previously authorized ]n*ograms for another 3 yeai*s. 

The Education Amendments of 1972 also marked tlie transition of 
policy focus from higher education to postsecondary education. In 
1972 postsecondary education was about a $30 billion industry an- 
nually with the Federal Government — $8.1 billion— providing al- 
most as much as all 50 States and nearly 500 local governments com- 
bined — $9.3 billion. There are about 2,950 colleges and miiversities in 
the United States; in addition there are more than 7,000 accredited 
teclmical and vocational noncollegiate schools, a^bout 5,000 of which are 
proprietary. There are about 9.3 million students in the collegiate sector 
and 3 million students in the noncollegiate sector. Total 12 million. 

Structuring public policies to respond to this broad scope of institu- 
tions and students in postsecondary education is very difficult and leads 
almost inevitably to policies which are not particularly responsive to 
any one type of institution. The work of the Commission dealt with 
the whole sweep of postsecondary education and its financing — and 
not with particular institutional sectors. Therefore, the following dis- 
cussion of the results of the Commission will be presented in general 
terms with no assertion that these general results set the context for 
developing public policy to deal best with every institution. 

The Commission had two principal outcomes : A recommended ])voc- 
ess for plannijig the financing of postsecondary education and a set 
of data-based research findings on the degree of accomplishment oi 
some objectives, the extent and causes of institutional financial dis- 
tress, the applicability of available uniform costing pi'ocedures, and the 
likely enrollment and financial consequences of alternative financing 
plants for postsecondary educatiohr^^ y 

The decision by the Commission to operate on two levels — the proc- 
ess of planning for and the suhstance of national financing policies- 
was deliberate from the very beginning of the discussions of the Com- 
mission. I believe this decision reflected the frustrations some mem- 
bers of the Commission had felt in the last several years as they strug- 
gled in the national policy arena without any clear conceptual guide- 
lines. 

ERIC 



231 



Perhaps this decision also reflected the attitude of some Commis- 
sioners that the role of this Commission was to advise the Congress and 
the President on the curi'ent state of postsecondary education and the 
likely, future state of postsecondary education if different policies are 
followed in. the future. 

To provide a context for this substantive information, the Commis- 
sion also had to describe the conceptual apj)roach it had taken in its 
analysis. Conditions affecting postsecondary education will change, 
as will public priorities, in ways that are difficult to predict; yet it is 
the hope of the Commission that the analytical approach it has 
developed will continue in the future to be useful in developing ap- 
propriate national policies. 

The two-level focus of the Commission's repoit has possibly made it 
more difficult to analyze the report. The substance is complex 'both be- 
cause the financing of postsecondary education is complex, including 
over 380 Federal financing progi-ams plus several hundred more State, 



centrahzed decisionmaking of the more than 10,000 institutions and 
12,000,000 students in posteecondary education. 

Unlike the Carnegie Commission which focused on the collegiate 
sector and the Committee for Economic Development report, which 
focused on undergraduate collegiate instruction, the National Com- 
mission included the noncollegiate sector as an integral part of its 
analysis. 

Using aggregate categories of students — by level * and income 
group— and institutions — ^by public/private, Carnegie category and 
USOE Career School category — the Commission made many observa- 
tions including ; 

(1) Consistent with other recent studies, the Commission observed 
that etlmic minorities, persons over 25 years old, and women having 
substantially less access to postsecondary education than young white 
men. Family income per se is not a particularly irnportant variable in 
explaining, statistically, the difference in paiticipation rates. And, as 
corroborated by the available estimates of the response of student de- 
mand to changes in the price of postsecondary education, the net effect 
on enrollment of moderate changes in student aid or tuition is also not 
particularly large. 

In years past we have thought of financial need as an almost physical 
barrier preventing would-be students from attending college. The 
partial evidence availalble suggests that parental education and oc- 
cupation, individual ability and high school tracking are all more im- 
portant than family income in affecting an individual's college going 
choice. Furthermore, most of these factors are not instruments of 
public policy, at least not for this generation of young people. The 
evidence does not argue that equal access is a hopeless objective — but 
it does suggest that achieving equal access through monetary incentives 
alone will be both difficult and expensive. 

(2) The income composition of enrollment in each sector of post- 
secondary education— for example, private research universities or 
public 2-year colleges^ — is not a function of the average price of the 
sector, indicating that there are some strong signs of equality of 
student choice in American postsecondary education. 
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The Bureau of Census data show no significant relationship between 
the enrollment composition by income and the average after-student- 
aid net price or the average gi'oss tuition of aninstitutional sector. The 
Bureau of Census results are not in terms of the aggi-egate relation- 
ship between enrollment composition and institutional price, and they 
do control or account for the admittedly unequal access of low-income 
groups. These data do not argue that all individuals go to the institu- 
tion of their highest preference or that individuals of each income 
group are spread evenly among all institutions. 

For middle income parents, or alumni who have to dig deep into 
their pockets to pay a student's expenses of $4,000 to $6,000 per year at 
many of our private institutions, the suggestion of relative equality 
of choice must provide cold comfort. In my opinion, these results do 
not obscure the sacrifice of middle-income parents ; rather they reflect 
the impact of the more than $5 billion of public funds made available 
in direct student aid which is packaged for eligible students in some 
mix of grants, work and loans. 

As a result of its analysis, the Commission offered four general and 
very simple observations. After one becomes comfortable with these 
observations, they are embarrassingly simplistic and almost tautologi- 
cally true; but they are sujfficiently counterintuitive at first glance 
that I believe it is worth emphasizing them here. 

If student access is defined in terms of the rate of participation of 
low-income individuals in postsecohdary education and if low-income 
individuals respond at all to changes in the net price of attendance, then 
targeting a given amount of money solely on low-income individuals 
such as need-based grants or need-based programs, will increase their 
participation rate more than spreading the same amoimt of money 
over low-, middle-, and high-income individuals — for example lowering 
tuition. ' 

This is one of the key points in the public-private tuition debate 
which has recently received so much attention. And the logical argu- 
ment is veiy simple. If individuals did not respond to price changes, 
then neither the level of student aid nor the level of tuition would have 
any impact on enrollments; but both empirical research and our 
own personal experience suggest the contrary. 

Current evidence indicates that individuals respond to changes in 
the net price of attending postsecondaiy education, with $100 decrease 
in price resulting in a 1 -percent to 3-percent increase in enrollments 
depending upon parental income level and vice versa. 

The basic assumption underlying need-base<:l financial aid — and 
needs^ tests for financial aid — is that individuals from low-income 
families do attend postsecondary education with greater likelihood 
when they receive financial aid than when they do not. 

Therefore, focusing resources on the group of greatest concern will 
have a greater impact on their enrollment than diffusely providing 
the same amount of money to a broad audience. 

The second generalization was, among all recipients, need-based 
grants have the greatest effect on enrollments of individuals of low 
income or individuals attending high cost institutional sectors, which 
isn't surprising. However, as shown in figure 2, $2 billion in additional 
heed-based gi-ants would increase low-income enrollment nationally by 
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about 6 percent in 1980— aproximately 200,000 studentST-costing about 
$10,000 per additional student per year, which is surprising. ^ 

This does not imply that any one student receives a $10,000 grant. 
But it reflects two conditions: Approximately one-half of all under- 
graduates currently enrolled will be eligible for BEOG-type grants 
and most of the money distributed through such a needrbased grant 
program will go to students who would enroll anyway— partially 
•because of all the other student financial aid programs available— and 
the enrollment of individuals from low-income families increases 
"only" about 6 percent, which is much less than most people would 
estimate 

This does not argue against the use of need-based grants to improve 
access. But it does reinforce the earlier statement that achieving equal 
access through need-based grants will be an expensive undertaking. 

The need-based grants formulation studied by the Commission 
produced results that were relatively unaffected by changing the maxi- 
mum ehgible family income from $15,000 to $20,000 per year. With 
need-determined eligibility, most of the available money goes to low- 
income individuals in either event and adding middle-to-high income 
individuals, who have relatively "low need" does not appreciably 
affect grants to low income students. 

The income eligibility requirements of Federal need-based student 
aid programs have essentially excluded everyone from families earn- 
ing more than $15,000. This has been one of the factors in the fiscal 
. anxiety of middle-income parents responsible for supporting a student 
in college. Several States, I cite Pennsylvania as an example, have 
recently extended the eligibility for some of their student aic| pro- 
grams to families earning up to $20,000 per year. , 

Wliile this decision on income eligibility has major political rami- 
fications, the analysis of the Commission suggests that the practical 
implications may be relatively small in the case of grants because the 
needs criteria, which detemiine the amount of the grant, would still 
provide most of the assistance to low-income individuals. 

Finally the f ouith generalization I would like to make is, expanded 
institutional general assistance from public sources might be justified 
on many bases, such as financial distress which inhibits the achieve^ 
ment of public objectives. One basis for direct institutional aid would 
be to cover the extra institutional costs induced by increased public 
support of students encouraging them to change their decisions to 
conform with public objectives. 

As institutions accommodate extra students, they also incur extra- 
costs, e^^en above and beyond the additional tuition revenues brought 
in by the extra students. The Commission calculated how much would 
have to be provided to cover this extra cost, and it would be in a 
range of $24r-$37 per undergraduate or $69-'$120 per student receiving 
the additional student grants if an additional $1.2 billion was made 
available for need-based student grants. 

The magnitude of tliese institutional supplements is smaller than 
many people expected in li<rht of the average costs of instruction, 
which will probably be on the order of $2,000 to $3,000 per under- 
graduate in 1980. It is very easy, however, to confuse the average 
cost of an additional student with a purely constructed funding 
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parameter that would provide enough money to institutions to cover 
all the. extra costs induced by increased student access. 

: 'This number could be constructed on the basis of undergraduate 
enrollment or the number of students receiving grant-in-aid assistance 
or on another basis. Botli of these are current i^rovisions, 

. Consistent with the previous observation, individuals are not all 
that responsive to increases in student grants; an additional $1.2 
billion in 1980 would increase undergraduate enrollment in 198G by 
an estimated 27 percent. The additional costs not covered by net tuition 
receipts from this additional enrollment is a small amount when spread 
oyer all undergraduates or even when spread over those students 
eligible for, and presumably receiving, the additional student grants. 

- In almost every respect, the work of the Commission is but a be- 
ginning; the data classification taxonomies and computer-based data 
.svstem assembled by the Commission be^in to provide an ordered 
thought process to assist decisionmakers at all levels in reaching 
major financing decisions; the analytical models developed by the 
Commission staff begin to automate the laborous calculations needed 
to use the analytical framework in a timely and economical fashion; 
the financing alternatives described by the' Commission begin to pro- 
vide a common basis for dialogue arid debate in the broad postsec- 
ondary education community. 

^It is my personal hope that the findings and procedures of the 
Commission will enable us to look behind the folklore and see the facts, 
to improve the precision of our language so we may identify, true 
distinctions while avoiding semantic differences, and to shift the'focus 
of the debate on financing postsecondary education from the means 
of financing to the objectives desired for education, from the processes 
and procedures of delivering funds to the new characteristics of the 
clientele of postsecondary education and the nature of adult learning. 
Mr, O'Hara. Thank you. 

Mr. MAimN, Mr. Chairman, like iny colleagues, I am honored by 
your invitation to report on the work of the National Commission on 
the Financing of Postsecondary Education. Chairman T^onard asked 
me to highlight elements of the Commission's report dealing with 
the effect of student aid policies on institutions of postsecondary 
education, and. to <rive special attention to the problems of student 
choice, institutional diversity, and financial distress. That charge 
leads me quickly to the problem around which so much controversy 
has flared in recent months, the famous gap between tuition charges 
made by 'State institutions and by voluntary institutions of higher 
education. ^ 

I am uncomfortable about that assignment. My feeling is you have 
heard a great deal about the needs of institutions and rather less 
about the needs of students. The needs of students and institutions 
are not always synonymous and I regret the fact that you are inevit- 
ably conli'onted with more representation from institutional interests 
rather than student interest. 

Certainly in the charge that Congress gave to the Commission using 
the word postsecondary," yon opened up a gi-eat deal of new territory 
arid took cognizance of the diversity in the educational opportunities 
the adults in this 'country have, reaching far beyond the traditional 
pattern of higher education. 
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That was a terribly important move. Certainly we see a much richer 
picture than if we were looking at higher education. 

As the Commission worked, we tried to learn about the postsec- 
oiidary education world beyond colleges and universities. We quickly 
came to see there was something like four sectors — the State institu- 
tions, the nonprofit sector, the proprietary sector, and the other. 

It niay be within those last two there are enormous possibilities. 
I personally think there is a gieat deal of rich development going 
on in postsecondary education. I don't believe the notion that we are 
losing diversity. I don't think we have enough diversity and cer- 
tainly as you think about the educational opportunities that labor 
unions and corj)orations and churches and all manners of agencies 
outside the usual familiar framework are moving into, I hope you will 
keep an eye on them and see if there are not ways for you to extend 
your efforts to recognize and support entrepreneurship and responsive- 
ness to individual intei'ests and not just keep the focus on higher 
education or the traditional institutions. 

Back to the gap. What is the nature of the tuition gap? On the 
surface it is a difference in the price charged the customer, averaging 
about 400 percent. Please remember that this is the difference in price, 
not in cost. One of the largest factors distinguishing State institutions 
of higher education from others is the portion of the cost of their 
operation which is subsidized by the taxpayer. Considering the magni- 
tude of that subsidy, it is a wonder that most institutions not receiving 
it exist at all. 

Wliat really counts, however, in students' decisions is not the adver- 
tised price, but the price they are actually asked to pay. These and 
other expenses — room, board, et cetera — mnius financial aid constitute 
the effective price charged* Differential pricing based on .financial need 
reduces the famous gap considerably. 

Partly as a result of financial awards, the national objective (as 
identified by the Commission) that students should have a reasonable 
choice in the institutions they attend is fairly well fulfilled. Some gaps 
certainly do exist, but in most categories, students have not been 
massively excluded from any institutional type on the basis of price. 
In fact, U.S. Oifice of Education figures 1971-72 reveal that the 
participation of students from families with incomes below $10,000 
was larger in private liberal arts colleges than it was in State research 
universities. 

How is that result possible? It flows partly from the provision of 
public financial aid funds to needy students and partly frora the wide- 
spread practice of selective price discounting, particularly in the non- 
profit; colleges and universities. Those institutions grant roughly 
times more financial aid per student than do State universities. Conse- 
quently, low-income students are faced with very little, if any, differ- 
ence in the price of attending a State or a private college. Through this 
basic mechanism of selective pricing, institutions relying heavily on it 
are serving the public policy by focusing their support on the students 
who need support. 

Unfortunately, foregone institutional income is a growing element 
in the financing of student aid exoenditures in all collegiate institu- 
tions. In 1972, over 30 percent of all financial aid awards received by 
students were not covered by institutional income for that purpose. 
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Tins IS cutting the price without any otlier income coming in. Between 
1969 and 1972 such deficits have more thaii doubled. Tliis is exacerbated 
on the institutions because of inflation. 

The price of those deficits in State institutions is often the reduction 
of jprogram quality, and hi tlie private sector the price is insolvency. 
This deficit spending has oi^ened access and choice to low-income 
students, but it is a prominent source of the financial distress about 
which you have lieard so much. The danger to the continued ability 
of vohmtary institutions to serve the national objectives is particularly 
severe as the illustrates. Their capacity to stay afloat while incurring 
such deficits is obviously limited. 

We still fall short of opening our goals to access of low-income 
students. Maintenance of charges is increasingly jeopardized. You 
have certainly heard a great deal about that problem. 

New public financial programs should take both these problems into 
account. These demands ceitainly complicate your task. 

If the work of this Commission can be helpful in your consideration 
of the particular problem of student aid, I submit it has done so in 
putting the effectiveness of financial aid expenditures in persi>ective. 

Carving through the rhetorical smoke screens around this issue, our 
report demonstrates how expending public funds through need-based 
financial aid is more effective than lowering the gross price for all 
students. This finding should be self-evident but many spokesmen for 
higlier education haven't nevceived it. 

STo one policy can possil)ly come to grips with the complex expecta- 
tions the Nation holds out for education. 

In the ai-ea of undergraduate education, continued Federal leader- 
ship and the equitable distribution of public fluids through student 
financial aid will improve the impact of each tax dollar appropriated 
to reduce the financial barriers which make possible the secondary 
opportimities in our country imequal. 

Thank you. 

Mr. O'Hara. Thank you. 

Mr. Lawrence. Mr. Chairman, and members of the Special Sub- 
committee on Education, my three colleagues liavc covered adequately 
the work and findings of the Commission in tlie direct sense. I would 
like to convey to you four points that became clear to me during the 
process of the Commission's activities, but specifically arishig out of 
the staff's work on the flow of dollars in postsecondary education. 

Fii-st, if the purpose-of student financial assistance is to assui'e access 
to postsecondary education and to alleviate the financial burden of 
low- and middle-income families of students, means other than giving 
the money to the student may be more effective, if not appropriate. 

Let me explain. It is a truism that parents, students, institutions, 
and States have different reactions to Federal financing initiatives for 
postsecondary education— tli at is, when a Federal dollar is provided 
they each respond to the dollar in a different way, they make different 
decisions. This is an important fact tliat we often overlook when we 
try to develop Federal financing proposals for postsecondary educa- 
tion. What are these differing incentives and objectives and how do 
they effect the financing of postsecondary education? 

Students and their families are primarily concerned about (1) the 
student's access to the appropriate institution, and (2) the degree to 
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which the financial debility to purchase other social amenities— health • 
care, recreation, transportation, housing— a^^e jeopardized. Families 
feel that they have worked hard to attaii^Jliese social amenities and 
that a college education should not unduly' jeopardize this ability to 
inaintain that standard. They are therefore concerned directly about 
the net price they must pay for the student's education— they are little 
concerned whether on the one hand tuition is high tod student finan- 
cial assistance brings the net tuition and other costs down to a point 
where he can afford it or tuition and other costs are kept low and 
3tudent financial assistance is correspondingly lower. They would like 
the student to have access to and complete his or her education. They 
would like financial barriers removed when they are prohibitive. 

Thus, students and their families will be seeking from you either 
lower costs— tuition, books, transportation, board and room— or more 
financial assistance. nixi-ii. 

Institutions on the other hand are not only concerned about student 
access, they are concerned about the quality of the educational experi- 
ence and perhaps more importantly balancing tlieir budgets. If, tor 
example, the institutions admit more students because students have 
more money, and lose $100 for every student>--and this can be the 
case— their incentives will cause them to raise tuition, negating to 
some extent the effect of the increased student financing assistance. 
If they are already admitting all the students they can handle, their 
incentive will still be to increase tuition in order to improve quality of 
the educational experience for those students, or to reward faculty— by 
increasmg salaries — ^f or providing services that are already attractive 

to students. - -Jt 

Thus, when you increase student financial assistance to any sigmt- 
icant degree, I believe you should be aware that the availability of 
more funds in the hands of students is an additional incentive to cause 
institutions to raise tuition. This is particularly true, I believe, because 
other sources of revenue to the institutions have been strained and 
institutions have had little choice but to devise means of tapping the 
students' financial resources. The consistently rising tuition provide5» 
some evidence that this observation merits consideration. 

When more dollars become available to students, the States in- 
centive is to devise means of usmg that source of revenue to offset 
their own payments for other social services to their citizens or to 
reduce local taxes, thereby shifting responsiHlity for basic support 
of postsecondary education from the State to die Federal Government. 

They have two ways of doing this. First, i.hey can reduce their own 
levels of student financial assistance, and second, they can encourage 
or require that tuitions be increased and reduce State appropriations to 
institutions — either publi c or private. 

To sum up my first point. Do not assiune that providing student 
financial assistance will necessarily provide increased student access 
for students— except possibly low income students— or necessarily 
* alleviate the burden of families in supporting their yomig people 
while in college. The financial pressures on institutions and States are 
such that their incentives are to tap those resources to their own benefit 
rather than to the benefit of the student or his or her family. 

The trick, of coui-se, is to devise a set of financial assistance programs 
that will take into account the various incentives of all parties con- 
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cerned and promote the specific objectives tliat Congress may have in 
mmd for Federal dollars. This is a point that the Newrrian task force 
lias: i)een maknig for some time. There are, of course, other incentive 
structures that can be considered than the one they have proposed and 
on other occasions I hope to have an opportunity to describe these 
to you. ^ 

^ This leads to my second point: No single Federal financing initia- 
tive can respond adequately to the various objectives I have observed 
put fomard by Congress for postsecondary education. 
QQA^^* has pointed up rather sharply the existence of over 

6W J^erteral programs that support postsecondary education. Some 
have referred to this as a plethora of proliferated programs and have 
sti-essed the importance of consolidation of these programs. I Avill be 
-H.the hrst to admit that some consolidation Avill be helpful. But in our 
desire to simply let's not assume that Ave can devise a single approach 
or even 20 approaches that ^vill accomplish tlie objectives Ave have for a 
diverse postsecondary education enterprise to meet the varying needs 
o± our pluralistic society. Indeed the competing nature of the various 
programs may enable you, as representatives of our people, a better 
^^'Y j^j^!,^^^ 1 priorities involved than if these priorities were all 
embedded and homogenized into a few programs. 

This leads me to make my third and fourth points which have to 
do with two specific programs that I know are of concern to you. 

Tlurd. Tlie effective operation of the guaranteed student loan pro- 
gram is of vital nnportance to the effective financing of postsecohdaiT 
education. It potentially provides for low-income families tliat final 
por^on of the financial assistance they need to enable their students 
to attend college. For middle-income families it pi-ovides emergency 
i-elief ni times, of financial difficulty, greater choice to their students 
111 selecting among institutions, and increased opportunity to continue ^ 
their acquisition of social amenities they deem important. 
4.1. j^^^? ^^^^^ inform you of the current dissatisfactions with 
the administration of the guaranteed student loan pi-ogram. While 
the^ Commission chose not to specifically address the administration 
ot this program m its report, this sliould not suggest that we did not 
consider the matter or felt it to be unimportant. Indeed, because so 
inaiiy^ people were addressing this matter we felt it less necessary to 
give It our attention and more important to look at other matters of 
equal and perhaps longer I'angc importance. 

Having oflered excuses for our previous inattention, let me now 
offer some observations. 

The current approaclies to the administration of the guaranteed 
student loan program appeal* not to be working— at least to the satis- 
taction of most persons I know. This approach I characterize as cen- 
tralized detailed bureaucracy. An approach that evidences little con- 
hdence m the maturity, integrity and professional judgment of nistitu- 
tions, banks, and States. 

I believe the current legislation allows for other approaches that 
have not been appropriately considered. Perhaps it is time for Con- 
gress to insist that new approaches to the administration of this pro- 
gram be considered as opposed to just tinkering with the existino- rules 
and regulations. 
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Why not consider decentralization of this program, to allow cou- 
s.or.tiums of institutions, States and banks to administer the program 
in various regions as agents of the Federal Government and have the 
Federal bureaucracy focus its attention on the overall pjerformance of 
the consortiums in accomplishing Federal objectives. It is very difficult 
for a Federal agency to see the forest when it is concentrating so haixl 
on such a large number of trees. Perhaps the Federal bureaucracy 
ought to be managing the forest and trust institutions, banks and 
States to look after the trees. I believe tliat institutions. States and 
banks are just as concerned about student welfare as is the Federal 
bureaucracy and I believe that ways can be devised to give them the 
incentive to promote that interest. Current approaches seem to en- 
courage them to put this attention on beating the system. 

Why not consider means of group insurance for loans rather thun 
insuring the loan of every student. The advantages of group insurance 
are well known in nearly every sector of life, yet we seem unwilling 
to appl^ them here. 

My fourth and final point. This committee, I believe, must soon con- 
sider what financing program is going to replace the financial as- 
sistance to students and institutions tliat is currently provided by the 
veterans' benefits program. 

This program is currently operating at a very liigh level, and ways 
are being devised for the continuation of these benefits to veterans. 
However, I hope we are not planning another war, and wlien tlie 
supply of veterans is diminislied, wliicli is not too far in tlie future, a 
large flow of dollars — $2.2 billion in 1972 — into the postsecondary edu- 
cation enterprise and specifically to a group of our citizens that have 
— ^^by virtue of our draft laws — rather homogenous characteristics, will 
be substantially diminished. 

This will place additional financial distress on onr institutions and 
increase demands for Federal assistance to provide access to post- 
secondary education for tliat group of citizens that would, under war- 
time conditions, eventually \)econie veterans. I recognize this is not an 
immediate danger, but some advance planning may alleviate the 
difficulties of devising an ai)propriate program. 

I believe Cliairnian O'Plara is to be commended in tliis respect for 
liis efforts to get all of ns to take a longer look at the financing prob- 
lems of postsecondary education. It was this longer look approach that 
the Coniniission found inii)ortant and attempted to articulate in its 
report. This longer look ai)proach will allow time to consider many 
alternatives and a.ssist yon in deciding what appropriate Federal 
initiatives are needed in the future to effectively provide a post- 
secondary education enterprise that will fulfill the needs and aspira- 
tions of our people. 

Mr. O'ITaha. Thank yon very much for your very interesting and 
stimulating testimony. 

Mr. Lkoxaiu). Mr. Chairman, if we can answer any questions, en- 
gage in any conversation, we most assuredly are available. 

Mr. O'Haka. And Dr. Muii'liead of course also will be available for 
questioning. 

Mr. Lkoxauo. We are here either now or later to engage — one of the 
conti'olling points which I believe is a truism but I believe the work 
of the Commission has at least to me pointed out occasionally we get 
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too concerned with how sometliiiig* works; the trntli of it is education 
in this country, tlie financing of it nnist work. 

As we have seen tlie change in tlie ways of life technoloo-ically, edu- 
cation and contmuing education is vital for the actual welfare of this 
country. We do fail to bring people to at least a common dialog into 
the tramework of seekini>* the alternatives; and clearly and con- 
sistently evaluating them is imperative fui* the futni*e. This is some- 
thing I know Dr. Muii'head himself has felt strongly on. I think too 
otten people get involved as to the solution before they get into what 
the alternatives are. 

I particularly suggest this is a key role for the Federal Government 
continue as I believe they have done by the formation 
ot tJus Commission, forums for continuation of this dialog. We thank 
you and if there are any questions, we will be glad to answer them for* 
you. 

Mr.:0'HAR.v. I wish to thank the Commission for the excellent work 
they.-^have done. I do have some questions but I wonder if it wouldn't 
be appropriate first for inc to invite the ranking minority member of 
tl^iis committee who has made such significant contributions to your 
Commission if he wishes to add any comments or if he has anv anes- 
tions. ^ ^ 

Mr. DKLLExnACic. I thank you very much for asking if I wish to 
add anything to the report of the panelists. I would say to my col- 
leagues of the Commission that I am witnessing again today one of the 
things which is a great frustration for us in the Congress. It does not 
really i-elate to your input. It relates to our acceptance of your input. 
I think what has been going on under Chairman 0'Hara\s leadei-ship 
in this subcommittee is most vnlnable. I think what you have given us 
today IS very worth while. 

And yet of the members of the subcommittee, only three of the 
offices are directly represented.. Others will be eventually, but it is 
terribly difficult the way the Congress functions to get all the full 
input that you have to give into the minds of the full membership of 
the snbconimittee, and of the committee, and ultimately of the House, 

I am not really asking for any comment from the witnesses on that. 
I am merely making a comment which is one of the fi'ustrations both 
Jim and I feel. On a personal basis. T sav this. Dr. Weatliersby, in your 
statement yon comment that the legi.shition in 1072 was iaiidmark 
legislation. Yesterday on the floor we fought a i>-reat battle with $180 
million. We beat ofl' an attemi)t to cut the $100 inillion for XIR to $10 
million, and then watched the $100 million get cut to $80 inillion 
despite our ef}V>-ts. So the Congress is not goino- aloui^ with the reauost 
for $180 million. ' i . . i 

The Congress has recommended considerable uionevs for the Fund 
for the Improvement of Postsecondarv Education; *$10 inillion was 
appropriated last year. The budget as'ked for $15 million this vear; 
yesterday, $ll.r) was approved. 

I had an amendment to raise that. We withdrew the amendment in 
the interest of discretion after sampling waters as to what miirht 
haj>pen in some other appropriation areas. 

This year s funding for the BEOG i)roirraui is goino; to he inade- 
quate. The first year we had $122 million : the second vear $ 175 inillion, 
and with the carryover we will have $515. The bill hist night had ^^050 
nriiiion^and wo will have to])hase it down the line. 
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All Members of the Congress should hear this testimony. However,, 
because of the structure of the Congress, they don't get that oppor- 
tunity, and those of us who are already convinced are not always 
successful in persuading our colleagues. 

The chairman — in addition to lUl his other functions— is also serv- 
ing ou another committee which is focusing on the jurisdictions of 
committees. Among other things, they are trying to soil out the matter 
of jurisdictions so no single Member of the House can serve on more 
than one committee. We have to pin down our own concentration of 
efforts so we can more effectively deal with the important issues when- 
ever they arise. 

The two most significant issues we are dealing with in this Congress 
are the budgetary operations — ^^ve have passed that and now have 
chance to really do something significant in the way Congress oper- 
ates—and the other most significant thing is the recommendations 
that will emanate from the Boiling committee and be acted upon by 
tlie full House. 

If we can enact those two things, v/e will have gone a long way 
toward tlie revitali'/iation of the House. 

I would like to join with the Chairman of the Commission in com- 
mending the staff' for what the Commission was able to accomplish. AH 
of these who are nameless, yet without whose help the really eff'ective 
work done by this Commission wouldn't have been completed. I think 
it should be in the record that we are grateful to all the members of 
the staff' all the way down the line. 

There are a series of staff papers being published, and you touched 
on tliese. Some have come out, and as otliei-s are completed I hope you 
iwill feed us the information. I would ask unanimous consent that any 
other stafF reports finally published be made part of the i*ecord. 

Mr. O'Haiu. Without objection, so ordered. 

Mr. Dellknback. There is one other item. After the Commission 
concluded its work, Congressman Brademas and I sent a letter request- 
ing comments from a series of associations. We have received about 30 
responses to this letter. I don't ask that those letters be made a part of 
the record, but I would iisk that a copy of the letter Ave sent asking foi' 
comments and a copy of the names of the organizations who replied, 
be made a ])art of the record. 

Mr. O'Hat^a. Without objection, we will make appropriate arrange- 
ments. 

Mr. Dkt.lknuack. Beyond that I would be ready to aisk other specific 
questions after the chairman. 

Mr. OTTaua. Thank you very much, Mr. Dellejiback. 
[The letter is as follows:] 

U.S. PIousE OF Representatives, 

C0At>[ITTKB ON EDUCATION AND lyABOR, 

Rayiiuun House Qpfice Building, 

Washi7iototi, D,0., March G, i.97//. 

Deak , As you know, the report of the National Coinmission on the 

Financing of Postsecondary Education was pnhHshed in January. Both of us 
had the privilege of serving on the Counuission. 

We must now, however, look at the Com mission report and other recent 
reports in this field from our perspective as niemhers of the suhcouimittee in 
the House respon.sihle for postsecondary education legislation. 

We are writing to invite you, as a leader In postsecondary education, to give 
us your connnents on the report of the National Conunission. iour contrihution, 
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which hopefully will be generally representative of the viewpoint of the mem- 
bers of your association, can be most helpful to us as we evaluate Federal legis- 
lation afeecting postsecondary education. 

Among the matters to which you may wish to address; your comments are 
these ; 

a. Do you feel the development of what the Commission describes as an 
•analytical framework" for considering Hmincing postsecondary oducation is a 
constructive contribution? Can you utilize such u framework? If not, why not? 

2. What do you believe should be done to build on the Connnission's effort to 
establish a sound and objective foundation for policy analysis in postsecondary 
education? 

3. What can your organization do to improve on this effort? 

4. What comments have you on any of the specific problems discussed in the 
report, including financial distress and standard procedures for determining per 
student costs? 

To be of the most assistance to. ourselves and our colleagues on the Special 
Education Subcommittee, your comments should be received no later than Anril 
15, 1974. 

We would also be grateful if you would limit your commentary to no more 
than 20-25 pages and provide either of us with 15 copies so that we may share 
it with other members of our subcommittee. 

We hope very much to have the benefit of your thinking on the Commission 
report and we want to reiterate our- appreciation for your consideration of 
this request. 

Sincerely, 

John Bhahemas, 

Mcmher of Gongrcsa, 
John Dellenback, 
Mcmher of Congress, 

List op Organizations and Individuals Responding to the Letter Requesting 
Comments on the Report op tiik National- Com mission on the Financing op 

PoSTSECOND.UtY EDUCATION 

American Association of Comnmnity and Junior Colleges 
American Association of State Colleges and Universities 
American Council on Education 

Arizona Board of Regents (L. E. Woodall, Executive Director) 
Arkansas Department of Higher Education (M. Olin Cook, Director) 
Association of American Colleges (Frederic W. NcSkS, President) 
AssociftUon of American Universities (Executive Committee) 
Association of Independent Colleges and University of Ohio (Frank K. Duddy, 
Jr., President) 

Association of Jesuit Colleges and Universities and Natioiml Catholic Kduciitional 

Association (Joint Statement) 
College Entrance Examination Board (Lois I). Rice, Vice President and Director 

of Washington Office) 
Colorado Commission on Higher Education (Frank C. Abott, Executive 
Director) 

Connecticut Commission for Higher Education (Warren G. Hill, Chancellor for 
Higher Education) 

Connecticut Conference of Independent Colleges (W. Lewis Hyde, Kxecutlve 
Director) 

Council of Graduate Schools in the U.S. (J, Body "Page. Pre.sident) 
Illinois Board of Higher Education (Cameron West. Executive Director) 
Kentucky Council on Public Higher Education (A. D. Albright, Executive 
Director) 

Louisiana Coordinating Council for Higher Education (William Arceneaux,- 
Executive Director) 

INIaryland Council for Higher Education (Wesley X. Dorn, Executive Director) 
Massachusetts Board of Higlier Education (.Tames R. Ilollowood. Analyst) 
INIichigan Department of Edncation (Robert I;. Huxol, A.SKociate Superintendent) 
IMIssouri Commission on Higher Education (Jack Cross, Executive Sec'retary) 
National Association of College and University Bu.sine.ss Officers (D. F. Finn 

Executive Vice President) 
National A.s.sociation for Equal Opportunity in Higher Education (Miles Mark 
Fisher, IV, Executive Secretary) 
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Xatioual Association of State Umverfeities and Laiul-Giant Colleges (Ralph K. 

Huitt, Executive Uitector) ^, x 

Xew Jersey Department of Higliev Education (Ralph A. Dungan, Cliancellor) 
North Dakota State Board of Pligher Education (Richard L. Davison, Associate 

Commissioner) ' 
Ohio Board of Regents (James A. Norton, Chancellor) 
Oregon Educational Coordinating Council (George :Mitton, Acting Director) 
Pennsylvania Department of Education (John C. IMttenger, i^ecretary) 
Tennessee Higher Education Commission (John K, Folger, Executive Director) 
Virginia Council of Independent Colleges (D. A. Plolden, Executive Director) 
Virginia State Council of Higher Education (Daniel E. Marvin, Jr., Director) 

Mr. O'Hara. Mr. Weathersby, in your point seven, y^u i-efer to 
institutional assistance. We discussed the point as institutions accom- 
modate extra students they also incur extra costs. I think that the 
extent to which tliat observation is correct depends on their enrollment, 
the extent they have unused plants and faculty and what have you, 

I can't believe additional enrollment at an institution suffering de- 
clining enrollments and higher unit costs— you might say that adding 
enrollments—is really such a terrible problem. I think that was more 
the case a few years ago before the present declhie set it; wouldn't 
that be so? 

Mr. Weathersby. The first point you made is certainly valid. The 
institution figures we used were an overestimate of what the cost of 
the margin would be if we used the average cost institutions are now 
incurring. This was a conscious effort on our part to state the cost as 
conservatively as possible so we could see what would be needed if even 
the average cost had to be met. 

The second is the kind of individuals who would need remedial edu- 
cation services and it is not just a question of another student just like 
all the others at an institution. 

Adding curriculum would cost more than adding one student. So 
we decided in preparing some numbers to use the average cost for those 
students. If you thought the marginal cost was less than the avemge 
cost, tlien you would believe the figures we gave would be too high. 

If you believe that the additional students which would be adopted 
coming into these institutions would require additional progranis and 
support facilities which exceeded these average costs, these figures 
would be too low. But at least it gave you n benchmark. 

The initial reaction, we got from people we dealt witli was these 
figures were too low because the cost would have to come close to the 
cost of the institution, whatever the cost at the margin really was. But 
because the eligibility for the programs is so broad, most of the persons 
receiving grants wouldn't be new or additional, it would be low, 

Mr. O'Har.v. My own feeling, for wliatever it is woith, is still that 
the cost of taking on extra students which has suffered declining enroll- 
ment and operating under cajiacity is that the cost is less thrar it would 
appear. 

Otherwise, I would have a hard time explaining why I see institu- 
tions scrambling for students. Tliey must be like the merchant who was 
losing $1.50 on every shirt he sold but hoped to make it up by increasing 
volume. 

I have to believe they wouldn't be out scratching for additional 
students if each one was causing them to lose more money. 

Mr, IVLvRTix. My intuition tells me you are correct in making this 
assumption. The data we made these calculations on came fi'om data 
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up to 1972. There was some enrollment decline tbut not as severe as it 
has been since that time. The i^ohit of our analysis here is still relevant 
in terms of the discussions of the 1972 amendinentSj in terms of the 
size of that grant which was going to be given to the institutions. 

Ill fixctj even in 1972, using that dat^i, it suggests that tJie gr^int 
award as a supplement to an institution should have been smaller 
than iwe were talking about in this conuuittee at that time. 

What it woidd be if it Avere actually calculated in 1974, 1 don't know, 
but our data tells us in an in^itution which does not have additional 
students, the cost would be small, almost negligible, with the provision 
you don't have things happeninjj as you do ni some States where a 
State puts a ceiling on an institution whereby if you do they wouldn't 
give additional appropriation. They might stand to lose $'500 to $600 
for eveiy student added. 

So there are some conditions and the average numbei' was designed 
to figure out what should 'be the magnitude of any sui>plemeiitaiy 
grant granted to -an institution. I think your statement us t-o the de- 
clining eurollnients is correct. 

Mr. O'Hara. We talk about access and Mr. Weatliersby in his pub- 
lication sets forth some views witli which I doirt quarrel, which is that 
ethnic minorities, persons over 25 and Avomen have lower x^articipa- 
tion rights. I am not sure liow much of it is access. 

As between -women and men, for instance, as to what extent partici- 
pation is based on access. For whatever reason, not as many women 
are involved in higher education. 

Mr. MiVUTTN. The definition adopted by the Commission of access 
would be syiionjTiious with participation. That is what the Coimuis- 
sion meant by it. 

Mr. O'Hara. Then the point made tluit family income per se is not 
as important a variable in explaining participation rate differentials— 
and then you point out if student access is defined by the rate of par- 
ticipation of low-income individuals, then targeting the amount of 
money obviously does more to improve access than spreading it over 
an entire population. 

If we were to set our goal as increasing participation, period, not 
just increasing participation among particular income groups, but 
increasing participation in total numbers ^vithout being concerned as 
to the income group, then it seems to me there ought to be more cost 
effective ways of doing it because, as you suggest in your testimony, 
the cost of adding, in your model, the cost'of adding a low income 
student was $10,000 per enrollment for the reasons you set forth. 

I am wondering if any of you would liave any comments on what 
strategies would be most appropriate if what we wer^. concerned about 
was improving participation as a whole without focusing on any 
particular group in a society. 

Mr. MunniEAD. I think, Mr. Chairman, we would all proscribe to 
those who desire to go forward witli postsecoudary education but we 
have a longstanding tradition in this country that not only should sup- 
port for x)ostsecoiidary education come from society and private 
sources, but there should be a significant contribution from parents. ^ 

It is hi that context when we look toward full participation tliat the 
concept of dealing with low income says in effect, let's try to equate the 
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parental contribution first and if we can remove that barrier, tliat 
will provide access to those for whom it lias not been available before. 

If we were to move in another direction ^^•hich I think would be 
quite viable to discuss and that is support for higher education should 
come from society and there should not be expected a parental contri- 
bution, then it seems to me we would be talking about a part of our 
gross national product of a much greater level than we are talking 
about now, in the support of postsecondary education. 

Mr. O'Hara. My question jias mostly to do without determining the 
relative values, without making a judgment as to what ought to have 
fii*$t priority, just as Mr. Wcathersby ni his statement says, assuming 
access is denied by access of those in low income — let me say, assuming 
access is denied in total participation rates in postsecondary educa- 
tion ; could you make an observation, Mr. Leonard ? 

M^-. Leonakd. I would like to encourage the consideration of one. 
a truism, and second, something different. In order to encourage 
paiticipation, tackling the problem as they start postsecondary is too 
late. Something has to start before to get them encouraged or desirous 
of even going into it. 

At all times we seem to concenti'ate, how do we get somebody start- 
ing postsecondary to start. My point is how do you go back and get 
him encouraged to even start and is there some type ot system where a 
person can receive something for completing. It is the finish of partic- 
ipation. It is the problem of not only getting them in but getting them 
to complete. 

By matching into the systems we have of encouraging people to 
start, by adding to it, the rewarding of someone who participates and 
completes, this staits to give gi'eater flexibility to the fact we can't 
totally control, as Mr. Dellenback says, or even predict how much 
money we are going to ha^^e from certain categories, to whom, from 
year to year. 

But if we try to tackle that problem of both getting them ready, 
getting them in, then award those who actually finish, we have a 
large flexibility to encourage people in and complete. 

Mr. Dellenback. Will you yield ? 

Mr. 0'Har.v. Yes. 

Mr. Dellenback. When we dealt with student opportunity, we 
went around and around on this. Secondary education should make 
available education and counsel as well as provide the capabilities 
and motivation to achieve his or her education objectives. Wc had 
some lengthy discussions on completion. The very point you allude to 
has some real internal complexities. 

Mr. 0'Hai?a. Mr. Lawrence. 

Mr. Lawtonce. I would like to address your question: Is education 
for some period of time beyond the high school a right or a privilege? 

I happen to fall on the side of the fence which disagrees with the 
Supreme Court on this issue, at least in one decision they have handed 
down. If you assume you are going to try to raise the overall level 
of participation rate and you are not just concentrating on low income 
groups, then of course you are dealing with the very large bulk of 
the enrollments in our postsecondary system, and indeed perhaps some 
others gwups not i>articipating because of age. 
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It seems to me if it is a general kind of encouragement, then some 
general mechanism ought to be provided. You can go on the one ex- 
treme of giving the money to institutions or you could provide pro- 
vision such as social security wliere everybody gets a line of entitle- 
ment at the age of 18. 
I recognize these are notions, politically perhaps not very feasible. 
, It seems to me we are going to have to address these kinds of financing 
'^^ approaches. If it is a right, everybody ought to get some kind of equal 
entitlement. I think when we move to a general kind of support pro- 
gram, we are going to have to then insure that coinbined with that we 
have support programs which will assure equality of access along 
with it and you would need some type of grant progmm to insure 
that low income groups could participate at the same rate as other 
groups. 

I think a fundamental issue is kow much education does one have 
a right to beyopd the hiffh school. That is the fundamental issue. If 
" we settle that, 5 then perhaps we could get down to how we could 
finance it. 
Mr. O'Hara. Mr. Weathersby. 

Mr. Weathersby. In terms of the information we have available, 
wo can say something about the effectiveness of tuition and grants. 
Essentially that is all the research that has been done in terms of work, 
loans, talent search, upward bound or special services for the disadvan- 
taged. We don't have the data to validate what the impact of margins 
of those particular programs in terms of tuition and grant programs. 
That is why^'most of the terms are couched in those terms. We can 
answer the question of efficiency. If you wanted to take a particular 
amount of money you would concentrate the money on the group most 
responsive. If you look at the data, the prof oimd impact on low-income 
groups is three times the impact on high-income groups. 

So you would be led by efficiency, to give all the money to a low- 
income group if you' did not care which group was participating. If 
you take the position we are not concerned with which group receives 
fimds, you would choose to focus that amount of money on the mos^ 
responsive group. 

If, on the other hand, you say that doesn't seem just, you are led to 
strategies to even more evenly divide the money. Something which was 
done was to look at the income of students independent of parents. In 
providing financial aid on the basis of student income, we tried to 
determine what the impact of that would be. But it is only with respect 
to tuition and grants. 

Can we answer the question of efficiency ? The impact of work and 
loans — the price of loans is lower than the price of grants. 

Mr. O'HiVRA. There are other things as well. We had a gentleman 
here testifying the other day, the president of a Chicago community 
college. His evidence would lead one to believe that strengthening the 
Chicago college system and increasing its outreach and so forth would 
bring in far more low-income students than any conceivable system of 
student assistance because of the convenience, geographic accessibility, 
the fact they are designed to serve the needs of those income groups in 
an urban setting. 

Mr. Weathersby. The question is often asked, should you affect the 
supply or demand side. On the supply side, while the cost might be'very 
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small, the claim on public resources is substantially large. So what is 
costing at the supply side of expanding may be on the order of $1,500 
to $2,500, what we talk about on the demand side is $2,000 to $5,500. 

Mr. Leonabd. The two of them are not necessarily incompatible 
because in a sense, as Dr. Weathersby said, the more the diversity, the 
closer the geographic location. These start to affect tlie percentage of 
movement. They tend to work together. 

Mr. Martin. I would like to comment just on one element of this 
which is the claim whicli is made broadly about the enormous compli- 
cation of the needs test procedures. I just find this difficult to under- 
stand given the centrality of tliat kind of procedure to the really terrific 
progress this country has made in tlie past year to the participation of 
low-income students in higher education. This runs across the entire 
gamut of collegiate institutions. Tlie use of that device has been the 
chief weapon for producing that very remarkable progress we have 
made. ... 

We have a long way to go but we have made big strides. I submit if 
that needs test procedure is so terribly cumbei*some, we wouldn't have 
come as far as we have. 

Mr. O'Hara. I would suggest-^ you know. Dr. Weathersby says when 
you give aid, a large percentage of those here given the 'aid are those so 
motivated and otherwise involved they would be students anyway. 
That is one of the reasons why it costs so much. 

So I say, if you really wanted to design a test for motivation, if you 
really wanted to figure out which students would go anyway, it is the 
ones whu would complete the needs -analysis. 

I really mean that. It is the best test which has ever been devised in 
determining who are the ones who would go anyway. 

Mr, Weatiikrsby. That is an interesting analysis. Have theni fill out 
the needs analysis, then give all the money to those who don't fill it out. 

Mr. O'Hara. Tliere are certainl}'- lots of variables 'and I like Mr. 
Lawrence's approach. He sa3''S, "I don't know how many programs we 
now have and each time somebody in the Senate sneezes, we have two 
more." 

It is a real professional jcb just knowing what progmnis we now 
ha^^e and how they work. He says, "Well, you know you are never 
going to design 1, 10, or 100, and we have the State so deeply involved 
in this thing." 

Having gone off in different dii*ect.ions, there is a tremendous differ- 
ence in the directions — for instance, the IS^ew England States took and 
California 'and Oregon and Washington and the JTorthwest Territory 
States, they did go off in quite different directions. 

I am not .so sure but what any national strategy is doomed to fiiilurq 
because of these groat differences. INIaybe you have to develop 50 strate- 
gies — I don't know. 

Mr. MuiRTiKAD. I think that is a Very good point, INIr. Chairman, that 
perhaps the national strateg^v is to encourage divoi-sity against the 
mosaic, if you will, of the amendments of 1972. There are opportunities 
to encourage diversity as a national strategy. The outcome of this com- 
mission, for example, which I don't believe has received enough atten- 
tion, and that is to identify the objectives in postsecondary education 
and to suggest a number of different strategies that might be suited to 
the individual needs of the States in meeting those objectives. 
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Then I think agam, to tlic very lastmg wisdom of the Congress, they 
have now put into place a series of 1,202 pLanning commissions in the 
States. I would expect that as those commissions address themselves 
to tlie problem of postsecondary education plaiming, ^ve would have 
as many different strategies as^ve do States, but liopefully in some 
small measure the M^ork of tliis commission may give them at least 
a beaclihead on wliicli to build tlieir planning strategy by liaving 
them identify objectives and throw against those objectives a num- 
ber of different strategies so almost indirectly we are coming to a 
national strategy of encouraging diversity. 

Mr. O'Hara . Mr. Maitin. 

Mr. Martin. I would like to reinforce what you said as to the di- 
versity. Ceitaiiily the leadership of State govenunent in this field is 
the basic arena of action and I think this is the commitment of State 
government to postsecondary education manifested every day. I sus- 
pect that some hicentive would be appropriate to build any incentives 
to encourage State activity in this area. 

I think the demonstration of their commitment is unmistakable. 
Within the last 2 years, student enrollment has increased. So has the 
State appropriations. They have increa.sod remarkably and faster than 
inflation. In many cases they have reduced the tuition price in State 
universities as the increase in actuaV number of dollars charged a 
student occurs at a rate loAver than inflation. 

Many States have in the past 2 years, reduced the real price to stu- 
dents at State universities and they have also put in many States, 
rather sharply increasing amounts of uioney into portable loans to 
students going to private institutions. 

So, I think their commitment is strong and you can reinforce that. 
I don't think you could trap them into supporting postsecondary edu- 
cation. 

Mr. O'Hara. Mr. Leonard. 

Mr. Leonard. We tend to occasionally get preoccupied with the low 
income student. It is very important but even in our conversation this 
morning, it seems to reflect toward this. As we try to chaufjo and bring 
in new structures and help certain groups, I think we have to con- 
stantly look at and I think we have failed in sonie ways to look at. to 
improve the programs to work better for these other groups of stu- 
dents. That is a very realistic pi-oblem that tends to get overlooked. 

Mr. O'HARiV. Mr. Lawi'ence. . 

Mr. Lawrence. Some of us have been addressiug the (liffereuces 
between State and Federal initiative. At the monient wo arc preparing 
commcMits for you at a later session on the basis of the following cri- 
teria. We are making the assun:iption that Federal initiatives should 
not bo designed to tlnvart the eflorts of States as to their educational 
system. 

Second, we make the assumption that the Federal Governnient 
has no intention in its financing j)lans of encouraging the State to de- 
ci'ease its support l)ut rather we would liico the State to increase it or 
at least maintain it. 

Third, the Federal objective which seenis to be the most promi- 
nent as we look at the legislation and I recognize you to say tliei'o is a 
single Federal objective, is not very realistic nor are objectives, but 
the Federal objectives which seem most important are student access 
and equality of opportunity. 
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Given tliese kinds of criteria we liave asked ourselves is it possible 
to come lip with some kind of financing proposal while encouragmg 
the States to maintain their effort in supporting postsecondary educa- 
tion, in the meantime taking into consideration the way things are 
done in different areas. . 

We need to look at several of these kinds of alternatives. This 
was the purpose of the Newman task force, other than just increasing 
student aid and tuition. 

There arc some disadvantages to. that approacli we would like to 
overcome. 

Mr. O'Hara. Thank you VQvy much. 

I could question 3^ou gentlemen for another couple of houi»s but 
Mrs. Mink, I beheve, has some plans for us shortly after 12 o'clock 
havin^o do with elementary and secondary education. 

Mr. JDellbnback. It is not a social engagement. 

Mr, O'KARiV. Mr. Dellenback. 

Mr. Dellenback. I would make just a couple of comments. Like the 
chairman, we could go on with this for quite some time. I would say 
the definition we used as to access being different from participation 
is a statistical analyzation. 

What percentage of those groups are involved in iX)stsecondary 
education? I would say we could have equal access but unequal par- 
ticipation for the sexes and also the minorities. This is one thing 
we must concern ourselves with — a program or series of programs 
which deal with access where we say in accordance with a person's 
needs and motivation they have access, choice, and equal opportunity. 

Then we. must have another series of programs which deal with 
motivation. One of the things George pointed out very clearly ; namely, 
parental participation, is more important than family income. If we 
iDuild our program just on the basis of needs and dollars, we may not 
be bringing about any sort of a real melting together of the Nation in 
tliis particular regard. 

So this just helps to emphasize the complexity of the problem. We 
have to sort out what the information tells us. We have to have 
clearly in mind what goals ^ve are reaching for. We must have in mind 
the variety of tools we can use. Then we have to combine tlie facts with 
the goals and with the potential tools. 

There is also a very important factor which was not true to the 
same degree 10 yeai^ ago, and that is a limitation of resources. We no 
longer have all the dollars we want for postsecondary. 

Peter, you remember when you could say, "These funds are for 
higher education," and the covers were open much more so than now. 
Today, we have to be ba]ancing oft' priorities. We liave here the Com- 
mission's report on the 380 dift'erent Federal programs involved. That 
is certainly diversity. I don't think it is well-organized diversity or a 
diversity which gives proper weight to a need to establish priorities. 

Mr. O'Hara. Would the gentleman yield for just a moment? 

Mr. Dellenback, Yes. 

Mr. O'Hara. You made just a brilliant statement of the nature of 
the problem we face. With respect to those 180 programs, I would 
like to add a comment. Rather than divemty, we have created a 
smorgasbord. We have taken Congress out of tlie policymaking func- 
tions because when you have all those different programs and obviously 
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you are not going to fund all of tliem, tlieu you give somebody else 
the choice, to wit, the Bureau of Budget and the administration. Then 
whBn the Congress acts they o;et the choice of Avliich ones they will fund. 

Tlienthe .Congress finds it is out of the policymaldng business. 

Mr. Deu^enback. Am I correct that our staff was merely trying to . 
get the information and put it together rather than to do any analysis 
of It independently? Wliat was the source of the data we put togetlier 
in this ? Did we go to 0MB, OE, or a variety of sources ? 

Mr. Martik. From the various obvious sources, the staff members 
responsible for the project Avent to each agency as time permitted, sat 
doAvn with them and went over the material previously sent to them 
so they had a chance to verify the contents. 

I am not sure whether 100 pei'cent of the agencies AVere advised on 
sight, but most of them were. 

Mr. pELLENBACK. So it was a blend of information given to us, 
some of It put in as given to us and some of it verified, modified, and 
corroborated. 

I think it is important to note for the hearing record that your testi- 
mony today has been a very valuable addition to the Commission's 
report. One of the battles we fought AA^ithhi the Commission was to be 
sure that we came up Avith a consensus Avlieii Ave struggled among 
ourselves over what the objectives were. As Ave marched doAvn the Hue, 
Ave came to the conclusion Ave were not going to be recommending spe- 
cific programs as a Commission. That decision presented some diffi- 
culties for some members of the Commi.s.sion. 

^ I just want the record to he clear that Avliat Ave have had today is an 
input Jrom the panel, both Avith the Commission reporting, and in 
some instances, individnal recommendations. Those Avho should read 
the testimony of the witne.s.ses should bear this in mind, men some 
of the recommendations Avere made, you liaAT, clearly demonstrated 
them as being your OAA^n input. 

I will end Avith you, Mr. Chairman. T think it Avould he well to have 
your answer for the record. You indicate the Commission attempted 
to use the framework and data, then you .sav avc find evidence already 
that the.se approaches are being sei'iously attempted and avo are pleased. 

I, for one, would like to know Avliat 'evidence Ave have that the ap- 
proach IS being seriously attempted. Do Ave have examples Avhere States 
are doing these things? Are there specific situations Avliere the Avork of 
the Commission is bearing fruit ? 

Mr. LKONAKn. On page 281 of the Coininis.sion report on a page and 
a half IS the analytical fi«amewoi'k on which tlie Coininis.sion ham- 
mered hard. It doesn't have to do with models or data, just on logic. 
HoAv you enter iiew,^ considering a problem, then takmsi all the steps 
and alternatives you go down tlii'ough it. On this particular point it 
appears with the final a.ssistance of this Conimi.ssion, Avitli the assist- 
arice of the Office of Education and 20-.soine associations, the educa- 
tional commission of the States A'olunteeriiig as a cooi'dinatiuir agency, 
there will be a series of confei'onces on the idea of how to "logically 
approach this pi'obleni, how you finance education. 

Using some of the re.sults as demonstratiAT on how things should be 
considered and how you arrive at anSAvers is behig well received on this 
basis. I personally have been contacted as have a number of members 
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of the Commission have to appear at the start of the 1202 programs. 
To this extent, the Commission reporting is being picked up. 

On the question of specific findings, I would ask Dan to comment on 
that. 

Mr. Martin. I hope I am not speaking out of turn for the people 
who might not wish things to be known at the moment. You find there 
are people being employed on staffs of centers of higher education and 
institutions specifically instructing them to get busy in policy analysis. 
I am encouraged by the action of ACE to coordinate the efforts of the 
centers in policy groups around the Nation. 

They have already convened one meeting. The thrust of policy 
analysis has been given reco;^ition and I think it is important to 
recognize the data base established by the national Commission is in 
operation and the Office of Education has cooperated with us to make 
it available. There are people using it and getting benefit from it. 

Also, with regard to the costing procedures recommended by the 
Commission, it is safe to say this thing is sitting rather dormant by 
either the Office of Education or Congress, but on the other hand, the 
institutions seem to be taking it quite seriously because the information 
exchange project is now moving into its final pilot phase and the 
current indication of the survey indicates many institutions will be 
utilizing these procedures which are more economical than those sug- 
gested by the Commission, bringing about what I think is order out of 
chaos in the incompatibility of data; 

Finally, I think you should not ; a version of the model is being used 
in a pilot test in a "developmental way with four States at the current 
time. This is being done in conjunction with the National Center for 
Higher Education Management and I trust the States don't mind 
their names being revealed. They are Massachusetts, Colorado, Mary- 
land, and Washington. 

Mr. Dellexback. I think among the things the Commission wishes 
to emphasize is its clear interest on postsecondary as opposed to tradi- 
tional higher education. It has attempted to apply systems to what 
so often has been intuition or flying by the seat of the pants or some 
personal subjective judgment on something, and we can't afford that 
Icind of approach any more. 

It has been good to have you with us. 

Mr. Leonard. I think the fact the Commission came out with that 
systematic approach rather than coming down hard on some specific 
policy recommendation it might have made, such a large contribution 
is due largely as a result of the hard work and leadership Mr. Dellen- 
back and Mr. Brademas put in on the Commission. 

Mr. O'Hara. I appreciate your comment. 

G^entlemen, we very much appreciate your having come before us. 
There are other things I ^^-tlnted to talk to Mr. Weathei-sby and Mr. 
Lawrence about, assumptions in the model as to the equivalent of the 
decrease or grant in aid. I wanted to ask if they were aware of the 
little experiment conducted in Wisconsin where they dropped their 
tuitions and produced rather considerable increases in enrollment. In 
any event, I am sure you are, or soon will be. 

Mr. Maktix. That is one of the questions I was raismg, that the 
conditions might be different. 
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Mr. O'Haka. I thank you very much. I assure you ^ve ^vill consider 
•this most vahuible study and look forward to getting staff repoits. 
We will now stand in adjournment. 

[Whereupon at 12:08 a.m., the subcommittee adjourned, subject to 
call of the Chair.] 

EnUCATlOiN* COMlNflSSION OF TlIK StATIJS, 

Denver, Colo., March 197Jf. 

Dear Colleague: As you know, the National Commission on the Financing of 
Postsecondary Education has just released its completed i-eport. This report 
presents a comprehensive and exhaustive interpretation of the financial support, 
categories of support and an analysis of the categories of recipients of doUars 
for postsecondary education in the United States. Questions such as where the 
money comes from, under what circumstances, who receives it and whjit are some 
of the results are questions M'ith which the commission dealt. 

In addition, the National Commission develoi^ed and tested a framework to 
analyze alternative proposed methods for financing postsecondary education. 

The full report of the eonnnission runs to 442 pages. No official executive sum- 
mary exists. In light of the commitment of the Education Commission of the 
States hy Governor Dunn, who served as a member of the National Commission 
on the Financing of Postsecondary Education, and Governor Askew, our current 
chairman, to help in the distribution of the report and connnunication and under- 
standing of its results, we have a.sked Dr. Ben Lawrence, executive director 
of the National Connuission to prepare a sunnnary analysis of its high points and 
findings. We are pleased to be able to send you Dr. Lawrence's prospectus on the 
report. 

We would like to express our appreciation to Dr. Lawrence for preparing the 
perspective and hope it will be helpful to you and others in understanding the 
report's significance. If you. need additional copies, they may be obtained from 
the Educational Commission of the States at ^2 per copy. 
Cordially, 

Richard M. Millard, 
Director, H if/her Education Services. 

Enclosure. 
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PREFACE 



The National Commission on the Financing of Poslsccondary Education devel- 
oped and tested a framework to analyze alternative proposals for financing post- 
secondary education. The commission intended to demonstrate the usefulness 
of such an approach and to make recommendations that would support the con- 
tinued development and us*; of such approaches to policy analysis in post- 
secondary education, particularly at the state and national levels. The recom- 
mendations of the commission, found in chapter 9 of its report, are designed to 
carry out this intent.* 

In the process of developing and testing this framework, the commission also 
identified and reported many facts having significant implications in the selec- 
tion of financing mechanisms and proposals for postsecondary education. 
This synopsis extracts from the commission's report the salient points of import 
to financing postsecondary education, recognizing that the selection of these 
points is from an entirely personal perspective and that this paper may not 
necessarily reflect the opinion of the commi.ssion or its individual members. 
The first section of this paper deals with the objectives of post.secondary educa- 
tion slated by the commission and how well these objectives are being met. The 
second section discusses a number of realities that have significant impact on the 
selection of a financing plan to postsecondary education, Since the commission 
has stressed the importance of objectives to postsecondary education, its objec- 
tives serve as an organizing principle in the paper. 



* Financing Postsecondary Education in the United States is available from ihc Supcrinlcndcnl of 
Documenis. U.S. Govern mcni Printing Orilcc, Washingion, D.C. 20402. The cosl is S4. 
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WHAT OUGHT TO BE AND WHAT IS 



Every member of ihe National Commission on the Financing of Posisecondary 
Education had many reasons to believe that he or she had some special under- 
standing of postsecondary education. And, indeed, from student to college presi- 
dent to congressman, each did. Yet, the llrst realization that fell hard on the 
commission was that conventional wisdom about postsecondary education is 
largely outdated and erroneously intuitive, the result, perhaps, of education 
old wives' tales that may have held some truth two decades ago. 

Postsecondary education, like the entire American society* has changed signi- 
ficantly during the past 20 years. To respond to thi.s change, those charged with 
the financing of postsecondary education must put aside outdated perceptions, 
look anew at the objectives of postsecondary education and examine the meth- 
ods by which those objectives may be accomplished. Those who propose changes 
in financing must be able to offer reasonable assurances that what they propose 
will produce the intended results. For this reason, the commission and its staff 
placed the highest priority on assembling pertinent data and using them to 
anal-yze alternative policy proposals in a systematic way. By implication the 
commission suggests that others concerned with financing proposals and recom- 
mendations do the same. 

The commission set as its first task the development of a set of national objec- 
tives for postsecondary education. The commissioners discussed the purposes of 
education, ranging from a broad social perspective to the more limited perspec- 
tive of the individual, from the one extreme of purely individual development to 
the other of manpower production and supply. Because the commission took 
the view — after seven months of study and deliberation— that the purposes and 
substance of postsecondary education should be determined by institutions, 
students and funders in response -to their specific needs, the objectives selected 
describe the character, rather than the purposes, of postsecondary education. 

Three objectives were written into the law establishing the commission: access, 
independence and diversity. The commission was required by Congress and the 
President to examine alternative financing proposals in light of these national 
goals. To these three, the commission added five it felt are necessary to describe 
the desired character of postsecondary education in our pluralistic society. 

The eight resulting objectives were compared with those developed by other 
commissions and study groups and were found to be consistent with these pre- 
vious efforts. However, the objectives formulated by the commission do suggest 
increased emphasis on universal access, diversity (particularly in the commis- 
sion's definition of postsecondary education) and accountability. A broad 
clraii^c in emphasis came from the commission's view that these objectives 
should be important considerations in the determination of llnaneing policy. 

The importance the commission gave th:* objectives can be seen from its report 
and from a discus.sion ol the objectives in light of what ought to be and what is. 

I. Student Access. 

Each individual should be able to enroll in some form of postsecondary educa- 
tion appropriate to that person's needs, capability and motivation. 
In describing student access as a basic objective of postsecondary education, the 
commission asserted that there must be no arbitrary or artillcial barriers related 
to sex. age. race, income, residence, ethnicity, religious or political belief or 
prior educational achievement. 
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The commissioq^ found that student access to postsecondary education still is 
inadequate. 

• The participation rate of students from families with annual incomes 
under $10,000 would have to be increased by 50 per cent to equal the 
participation rate of students from families with annual incomes over 



• Public comprehensive colleges, followed closely by public community 
colleges, do the most to provide access to students from families with 
incomes under $10,000. 

• While great improvement still is needed, student financial aid pro- 
grams have improved access for low-income students. The commission 
estimates that because of llnancial aid, 1.4 million students have en- 
rolled who otherwise would not have attended. Students from families 
with incomes in the $3,000-$6,000 range have beneHted most from 
such programs. Students from families with incomes in the $6,000- 
$7,500 range are the most under-represented and have received con- 
siderably less assistance. 

• While family income level is clearly important in determining a stu- 
dent's participation in college, at least two other factors are statis- 
tically more important: the high school curriculum followed by the 
student and the father's educational attainment. 

• If a student has followed a college preparatory program, his chances 
of going on to college range from 70 to 85 per cent, while if he has fol- 
lowed any other program, his chances of going on to college range 
from 4 to 30 per cent. Further, the greater the father's educational 
attainment, the greater the likelihood the individual will enroll in 
college. 

• The rates of participation in postsecondary education for blacks, 
American Indians and persons of Mexican parentage or birth are far 
below the participation rates of other Americans, while persons of 

. Japanese and Chinese descent have extraordinarily high participation 
rates — higher in fact than all other Americans. 

• Women are under- rep resented in postsecondary institutions, consti- 
luting51 per cent of the 18-24 year old age group, but only 44 percent 
of undergraduate enrollment and 39 per cent of graduate enrollment. 
Their participation would have to increase by 25 per cent to equal that - 
of men. 

The commission concluded its discussion of student access with a highly sig- 
ni 11 cant obser^nliurr. Of all the objectives recommended by the commission, 
student access is perhaps the most fundamental, for without access to postsec- 
ondary education, the other objectives are reduced to empty promi.ses. That 
student access is not satisfactorily achieved is particularly troubling, for without 
access it is questionable whether the post.secondary enterprise can meet its other 
objectives. 

II. Student Choice. 

Each individual should have a reasonable choice among those institutions of 
postsecondary education that have accepted him or her for admission. 

Thiii objective requires careful reading. When an individual has been admitted 
to one or more institutions, he or she should be provided a reasonable choice 
among those institutions regardless of the tuition charged or his family income. 



$10,000. 




2b u 



267 



If the student is admitted to a high-tuition private institution and a low-tuition 
public institution, he should have a reasonabie choice between those two insti- 
tutions regardless of his personal financial situation. 
The commission found that: 

• On the whole, students can choose among ihc institutions that have 
admitted them, except the most expensive institutions. 

• To a significant degree, such choice has been provided to students be- 
cause institutions have ensured that low-income students have an equal 
choice with their higher-income counterparts. The institutions have 
accomplished this by incurring student aid deficits, which in turn have 
affected the financial health of the institutions. 

III. Student Opportunity. 

Postsecondary education should make available academic assistance and coun- 
seling that will enable each individual, according to his or her needs, capability 
and motivation, to achieve his or her educational objectives. 
The commission concluded that dropout and program completion rates are not 
very satisfactory measures of this objective, but are nevertheless the only avail- 
able measures of students' opportunity to complete their programs. 

It found that: 

• Low-income students have higher dropout rates than high-income stu- 
dents. 

• Private institutions have higher completion rates than public institu- 
tions. 

• Black students have a lower completion rate than non-black students. 

• Program completion measures are particularly inappropriate for 
assessing student opportunity in community colleges. 

IV. Institutional Diversity. 

Postsecondary education ^hould offer programs of formal instruction and other 
learning opportunities and engage in research and public service of sufficient 
diversity to be responsive to the changing needs of individuals and society. 
The commission stated, "There must be great diversity in our institutions of 
postsecondary education if all reasonable needs of students and society are to be 
served. . . . Diversity, from the student's point of view, means that postsecond- 
ary institutions offer a range of opportunity for individual development and 
training for future employment. Diversity also implies renewal, reform and 
responsiveness to students' needs for both formal and informal learning oppor- 
tunities."*' 

The commission concluded that diversity in postsecondary education is evi- 
denced by differences in institutional purpose, the number and types of program 
offerings, institutional size and flexibility of learning opportunities. The com- 
mission found that: 

• Institutions have tended to become more alike in purpose rather than 
divergent, and that recent trends to reform institutions art still very 
much in the formative stages and have had very little impact thus far. 

• There is a wide variety of program offerings within a large number of 
institutions. 
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There are large numbers of institutions in all institutional size cate- 



• Flexible learning arrangements are still in the early development stages 
and have not yet had the desired impact for the average student, 

• A number of finance-related trends threaten the financial viability of 
private liberal arts institutions and, to the extent that they contribute 
to diversity, diversity is threatened. 

• The development of diverse forms and methods of postsecondary edu- 
cation is to some degree inhibited by sources of llnancing, and it. is an 
open question whether financing postsecondary education through the 
student or through institutions will provide greater diversity. 

• Greater diversity is essential, in the commission's view, if postsecond- 
ary education is to serve fully the varied needs of students and the 
public in our pluralistic society, 

• The traditional and accepted notion of higher education should be 
expanded to the broader understanding of education beyond the high 
school expressed in the term "postsecondary education/' This should 
be done to recognize the popular demand for, and participation of 
millions of Americans in, forms of postsecondary education not in- 
cluded within traditional higher education. 

In this regard the commi.ssion found that ''postsecondary education in the 
United States is a large enterprise including more than 2,900 traditional colle- 
giate institutions .serving .some 9.3 million students and an additional 7,000 non- 
collegiate technical, vocational and proprietary institutions .serving approxi- 
mately 1.6 million students. Postsecondary education also includes an estimated 
3,500 additional institutions and organizations (.serving an unknown number of 
students) as well as a great niany other noninstitutional learning opportunities 
(in which as many as 32 million people may participate).'' 

Recognizing the broad scope of post.secondary education, the commi.ssion has 
adopted and recommends to the nation the following definition, encompa.ssing 
the 2,900 traditional collegiate institutions and the 7,000 noncollegiate in.sti- 



Postsecondary education consists of formal instruction, research, public service 
and other learning opportunities offered hy educational institutions that pri- 
marily serve persons who have completed secondary education or who are 
beyond the compulsory school attendance age and that are accredited bv agen- 
cies officially recognized for that purpose by the US. Office of Education or 
are otherwise eligible to participate in federal programs, 

V. Institutional Excellence. 

Postsecondary education should strive for excellence in all instruction and other 
learning opportunities and in research and public service. 

There is no simple .solution to the problem of measuring excellence. Neverthe- 
less, the commi.ssion reaffirmed the necessity for and desirability of excellence in 
every form of post.secondary education, and urged that the .search for measure- 
ments of excellence be continued, as the .search it.self will encourage efforts to 
achieve excellence. 

While there is currently little understanding of the relationship between financ- 
ing and excellence in post.secondary education, evidence suggests that a strong 
relationship exists. 



gories. 



tutions: 
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VI. Institutional Independence. 

Institutions of postsecondary education should have sufficient freedom and 
flexibility to maintain institutional and professional integrity and to meet cre- 
atively and responsively their educational goals. 

Current evidence indicates that institutions that receive primary financial sup- 
port from a variety of public or private sources are neither more independent 
nor better able to achieve their educational objectives than those primarily 
dependent on a single source of support. The relative availability or scarcity of 
financial resources, regardless of number of sources, is probably the most signi- 
ficant factor affecting institutional independence. 

VII. Institutional Accountability. 

Institutions of postsecondary education should use financial and other resources 
efficiently and effectively and employ procedures that enable those who provide 
the resources to determine whether those resources are being used to achieve 
desired outcomes. 

With independence goes accountability, independence and accountability must 
be balanced so that the interests of students and the general public do not be- 
come subordinated to those of the institutions. This is not to say that postsec- 
ondary institutions have been irresponsible in this sense in the past, but rather 
that in the future they must not lose sight of the interests of those they serve. 
They must respond positively to the new expectations for accountability. 
"The current demand for greater accountability assumes that the previous ef- 
forts of fiduciary accounting and reporting will be continued and, to the extent 
possible, improved. In addition, the new expectations for accountability call 
for: 

1. Accounting for the use of resources in relatio^p^hip to the achievement 
of specific objectives— funders may want to know how much institu- 
tions spend (including cost per student) to achieve an objective and to 
what extent the objective is achieved. 

2. Demonstration that the resources available arc used efficiently— fund- 
ers want to know if the resources are being used in order to achieve 

' maximum productivity; and 

3. Evidence that institutional objectives selected refiect the needs of citi- 
zens in their roles as .students, society and funders — and it cannot be 
assumed that their objectives are always identical." 

To sum up the commission's study of accountability, the commission reached 
the following conclusions and recommendations in this regard: 

Commission 's Conclusions 

1. The most useful unit cost data for administrators and policymakers 
arc the direct, indirect and full (direct plus indirect equals full) annual 
per-student costs of instruction for each major field of study; level of 
instruction and type of institution. 

2. Co.st-per-student calculations arc technically possible for most instruc- 
tional programs at most institutions; however, the currently available 
procedures do not fully refiect the complexities of those institutions 
that offer a combination of instruction, research and public service pro- 
grams or a combination of vocational and academic programs. 

3. Policymakers should not rely solely on annual per-student costs of 
instruction for the development of policy in postsecondary education.'' 
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Commission's Recommendations 

1. The federal governmenl should provide continuing leadership in encou- 
raging and developing national standard procedures, appropriate to 
each type of institution, for calculating the direct, indirect and full 
annual cost of instruction per student by level and Held of study. 

2. Interim national standard procedures for calculating those costs per 
student should be adopted by the federal government to be imple- 
mented by institutions on a voluntary basis. Cooperating institutions 
should receive Tmancial assistance to cover costs related to implementa- 
tion of the interim procedures and reporting their cost information. 
(The commission has suggested interim national standard procedures, 
which are described in a separate staff document.) 

3. Federal support should be provided for the development and reporting 
of llnancial and program data to supplement and extend the cost-per- 
student data. Examples of suggested additional financial data may be 
iound in {hischnpiQT, (Chapter 8.) 

4. The federal government should ensure that the data base assembled by 
this commission is updated, maintained and made available to appro- 
priate public and private agencies. 

5. The federal government should support a national center for educa- 
tional information with the responsibilities and characteristics listed 
in the text o^Xhhch-dpi^r:' (Chapter 8.) 

VIII. Adequate Financial Support. W 
Adequate financial resources should be provided for the accomplishment of 
these objectives. This is a responsibility that should be shared by public and 
private sources, including federal, state and local government, students and 
their families, and other concerned organizations and individuals. 
Accornplishment of the previous objectives is directly dependent on the provi- 
sion of adequate financing, and it will be possible to accomplish all of the objec- 
tives only with an increase in^ the present level of financial support. 

• State and local governments should provide the basic institutional 
capability to offer a variety of postsecondary educational programs 
and services according to the needs of their citizens. 

• The federal government should accept major responsibility for financ- 
ing postsecondary educational programs that serve goals and priorities 
that are primarily national. 

• Students and their families should share in meeting the basic costs of 
their education to the extent of their ability to do so and to ensure their 
freedom to choose among programs and institutions. 

• Alumni, foundations, corporations and other private organizations 
and individuals should provide the supplementary support that tradi- 
tionally has been a principal ingredient in assuring high quality among 
both private and public institutions. 

In the real world of limited resources, hard choices must be made about the 
deployment of available financial resources for maximum effectiveness. Not all 
objectives will be accomplished nor will progress toward their accomplishment 
be equal. Complex interactions among sources of funds and among the recip- 
ients of the funds force the careful study of financing patterns as a prerequisite 
to the allocation of resources. Those who advocate a particular financing plan 
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should be able to provide some assurance that what they propose will produce 
the results they intend. 

The key elements of the current financing patterns are: 

• in fiscal year 1972, the income of postsecondary educational institu- 
tions was about $29.5 billion. Of this $29.5 billion: 

20 percent ($5.9 billion) was received from students and parents. 
32 per cent ($9.3 billion) was received from state and local govern- 
ments. 

27 per cent ($8.1 billion) was received from the federal government. 
9 per cent (S2.7 billion) was received from gifts and.endowments. 
1 2 per cent ($3.5 billion) was received from auxiliary enterprises and 
other activities. 

• In addition to income to institutions, students paid an estimated addi- 
tional $4.5 billion for subsistence and education-related expenses, in- 
cluding room, board, transportation and so forth, not paid to institu- 
tions. Of this $4.5 billion: 

$3.4 billion was provided by students and parents. 
$1.1 billion was provided by the federal government. 

• The combined total of all initial sources of funds for postsecondary 
education (excluding opportunity costs) results in the following: 
Total expenditures in 1972 were 534 billion. Of this amount: 

35 per cent (SI 1.8 billion) was paid by students and their families. 
27 per cent ($9.3 billion) was paid by state and local governments. 
27 per cent ($9.2 billion) was paid by the federal government. 

8 per cent ($2.7 billion) was paid for from gills and endowments. 

3 per cent ($1.0 billion) was paid for from auxiliary enterprises 
and other activities. (This excludes student payments to those 
e nterprises for goods receive d.) 
100 per cent ($34. 0 billion) Total 

• The level and nature of financial support vary greatly from s^^ate to 
state and from institution to institution, and these variations must be 
taken into account in developing effective national programs and poli- 
cies. 

• in 1972, public financing for postsecondary educational expenditures. 
at institutions -dmounlc6 tp$17.4 billion. Of this amount: 

25 per cent ($4.4 billion) was provided through students. 
75 per cent (S13.0 billion) was provided through institutions. 
An additional $1.1 billion in public support was provided to 
students for living costs not expended at institutions. 

• In 1972, when all income sources are considered at once, of the S29.5 
billion total income to institutions: 

85 percent, or $25.1 billion, went to institutions. 
15 per cent, or S4.4 billion, went to students. 

• Tuition and other student fees have risen steadily as a percentage of 
total institutional Income from 7.2 percent in 1961-62 to 21.9 percent 
in 1971-72. 
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• The average tuition for private four-year institutions is eurrcntly four 
times that for the average publie four-year institution. 

• The cost of attending eollegiate institutions of any kind has gone up 
rapidly over the past deeade, growing more rapidly than per eapita 
income and, therefore, becoming. an increasing burden to those who 
must pay the eost. 

• The federal government operates over 380 separate support programs 
for postsecondar^y education, administered by more than 20 federal 
agencies. The amounts administered by the major agencies in 1972 



were: 








44.3% 


54,090.4 


million 


Department of Health, Education and 








Welfare 


21.7% 


$2,006.5 


million 


Veterans Administration 


1 1 .7% 


51,082.6 


million 


Department of Defense 


9.7% 


S 898.2 


million 


Department of Labor 


4.2% 


$ 390.2 


million 


National Science Foundation 


8.3% 


S 769.0- million 


All other agencies 


100.0% 


59,236.9 


million 


Total 



• Eighty-eight per cent of all student aid came from the federal govern- 
ment in 1972 (primarily veterans and social security benefits), and 62 
per cent of all institutional support came from state and local govern- 
ments. 



REALITIES HAVING IMPLICATIONS 
FOR FINANCING POSTSECONDARY 
EDUCATION 

The commiijsion's study, and particularly its analysis of more than 50 alterna- 
tive financing plans, resulted in the identification of a number of realities that 
must be considered in the development of policy proposals for financing post- 
secondary education in the next decade. 

• State and regional differences in postsecondary education and its 
financing are so great that the development of a single national policy 
for financing postsecondary education is impossible, if not undesirable, 

• The development of a rational set of policies for Unaneing postsecond- 
ary education in our pluralistic system requires an understanding of the 
interactions that occur between and among: 

1 . The demand for postsecondary education services by students and 
society. 

2. The supply of postsecondary education services by institutions. . 

3. The financial support of pcstsecondary education by federal, 
state and local governments, students and their families and other 
concerned organizations and individuals. 
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It also demands an understanding of the future impact on the postsec- 
ondary edueation enterprise of implementing such a set of policies. 
There is evidence that we can understand these interrelationships and 
impacts sufficiently to employ a knowledge of them in improving 
policy decision making in postseeondary edueation. 
* • Enrollments have stabilized in postseeondary education and, unless 
social attitudes toward life-long learning should result in increasing 
numbers of recurring students, future planning must be based on the 
assumption that enrollments will continue to be stable, 

• A substantial llnaneing and programmatic effort must be mounted if 
we are to fulfill the promise of equal access to ethnic and racial minori- 
ties, persons from low-income families and women. To avoid placing 
the primary burden for doing so on the middle-income family will re- 
quire substantially greater effort. 

• The new 18-year-old age' of majority is likely to affect postseeondary 
education in major ways that are not yet easily determined, 

• Institutions of postseeondary education will be under strong pressure 
to increase their productivity to match rising costs, 

• The availability of public funds for postseeondary education is depend- 
ent upon at least: 

1 . The economic conditions of the nation and individual states, 

2. The attitudes of government officials and elected representatives 
toward the need for funds for postseeondary edueation in relation 

- to other demands for public funds. 

3. The attitudes of elected representatives toward the operation and 
relevance of postseeondary education, 

• Societal expectations with regard to skill levels and individual develop- 
ment are substantially higher today than they were 10 years ago, sug- 
gesting that universal access to two years of postseeondary edueation 
may soon become a significant social demand. 

• The U,S, Census Bureau projects an overproduction of bachelor's de- 
grees relative to jobs requiring them by 1980, 

• Unemployment and/or underemployment among individuals with 
. doctoral degrees is currently substantial, 

• At any given level of Hnancing, a.ssistance plans for target groups 
(such as grants to needy students) are more effective for improving 
student access than general student assistance (such as tuition reduc- 
tion). 

• Increases in the effective price (tuition minus student aid) of post- 
seeondary education — the price the student must pay— result in de- 
creases in enrollment; conversely, decreases in the effective price result 
in increases in enrollment. 

• Increased spending for student grants, if the extrapolated 1972 pat- 
terns of financing and enrollment continue, would result in propor- 
tionately larger increases in enrollments in the private collegiate and 
noncollegiatc institutions than in the public sector, and enrollrnents in 
the public two-year colleges would not grow so much as might be 
expected. 
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• Ifthe family income eligibility ceiling (or student grants were changed 
from $15,000 to a lower level, the enrollment of students in the S10,000 
to $15,000 range would decrease slightly, while the enrollment, of .stu- 
dents in the under $10,000 family income group would increase, 

• Expanding student access to postsecondary education through in- 
creased student' grant financing would require institutions to seek 
supplemental financial assistance to meet additional costs induced by 
the enrollment growth. 

• Financing policies that emphasize primarily increasing tuition gen- 
erally are based on one or more of the following assumptions: 

1. There is, or soon will be, an oversupply of postsecondary educa- 
tion services and degrees. 

2. The portion of public revenues dedicated to postsecondary educa- 
tion is too large. 

3. Requiring the individual to pay for a larger share of his education 
will bring about a better equilibrium between individual desire 
for, societal demand for and institutional supply of postsecondary 
educational services. 

• Financing policies that emphasize primarily increases in student aid 
generally are based on one or more of the following assumptions: 

1. Equality of student access is not yet satisfactorily achieved. 

2. Increasing the How of funds to postsecondary education through 
students will permit students to choose programs better suited to 
their needs and, at the same time, cause institutions to become 
more responsive to student and societal needs. 

• Financing policies that emphasize primarily increases in general insti- 
tutional support generally are based on one or more of the following 
assumptions: 

1. I nstitutions are facing severe financial distress. 

2, The quality and diversity of postsecondary education programs 
are being threatened. 

3 Policies aimed at increasing student access (particularly for low- 
income groups) induce additional costs on, institutions not pro- 
vided for in any other way. 

• Financing policies that emphasize primarily increases in categorical 
support to postsecondary education generally are based on the assump- 
tions that there are specific national and/or state concerns that must 
be addressed, and that institutions of postsecondary education have 
considerable capability that can be directed at these concerns. 

Clearly, a 400-page report cannot be reduced to 10 pages without losing a great 
deal in substance, context and, therefore, meaning and interpretation. Further, 
simply the process of selecting these points as the most important introduces 
the personal viewpoint of the author. Those interested may wish to refer lo the 
complete commission report. Financing Post secondary Education in the United 
States, for more speeifie details and furttier clarification. 
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Staff Reports 

{Published by the National Commission on the Financing of Tostsecondary 

Education) 



1 A Proposal: Intorim ^UUionul Standard Procedures for Dcnving Per-Student 
Costs It Postsccondary Educutional Imtitntions. hy Janies Fanner. Tins was 
iSsl od in Deceniber 1973 and Is cun-ontly avnih.hle fi-on. tho Snponntendent 




Xntioiial Conference, Ja mm ry 1074. . ^ , iw 

3 A CompiUition of Federal Proorams FinancDuj Posisccondary LducaUon, 
hv i»uniela Christoffel. A limited number of copies have been made and distributed 
to interested associations and individuals l)y the National Coiinnissuni. . 

4 A Framowork for Analyzlny Poshccondary Education Fmancmo Plann, 
by barvl Carlson, James Farmer ami George Weathersby. This report is to be 
released bv the Government Printing Ofiice on June 28, 1074. i -rv i 

5 yCFPE National Postsvoondary Fducation Data Base Directory, by L)aryi 
Carlson, to be released by the Governnient Printing Office on July S. 1J(4. 

G. A Context for Policy Research in Finaneiny Postseeondary Education Us 
coniposedof live papers by the NCFPE staff : i i.. rv 

Paper 1. Future Policy IsHuen Concerning Postseeondary Education De- 
mand and Supply, by George Weathersby . . , T.-, 

Paper The New Adults and the Financing of Postseeondary Eaucatiou: 
The Implications of 18-Year-OUl Majority, by NCFPE staff members'^ 

Paper 3 A Summary and Analysis of the National Cominissiou's Survey 
of Noncollegiate liistitutions. by Ted I. K. Youn and Ray Tliompson 

Paper 4. Recent Proposals for Financing Postseeondary Education : A Sum- 
mary, by Ted I. K. Youu _ ^ ■ 

Paper 5. Tax Allowance Proposals for Financing Postseeondary Education, 
by AViUiam A. Sanda ...... 

This report is scheduled to be relea.sed by the Goveriuneut Printing Omce 
on August 30. 1974. 

American Council on Education, 
Washington, D.C„ Fehruary 26, 107/f, 
Memorandum to: John F. Hughes, Director 
From : Carol Van Alstyne, Chief Economist 
Subject : National Commission Model : Next Steps 

The National Commission has made a major bveaktlirougli in developing a new, 
more systematic approach to comparing alternatives for financing postseeondary 
education. Because of its significance, we should learn as nuieh as we can about 
the model and its practical potential. Georgia Woatliersby, the Hesoareli Direc- 
tor for the Conuuission who guided the work of building tlie model, has gener- 
ously given two technical briefing sessions at ACK during the last several weeks 
in what we hope will be a continuous exchange to help us understand how the? 

model works. .ti.ii. 

This memo is Intended to respond to your request for suggestions about what 
the next steps in the further development of the model might be. The suggestions 
outlined in this memo are based on the oral presentation aiul preliminary docu- 
mentation provided at the two briefings, review of Chapters (> and 7 of the Com- 
mission's Report, a quick look at some of the empirical studies which underlay tlu^ 
student response estimates used in the model, and preliminavy discussion with 
Tom Naylor and Horst Scliaulaud of Social S.vstems, Inc. T still have a long way 
to go to* understand the basic operations, and, as fuller documentation becomes 
available, the suggestions for next, steps made lie re may need to be reexamined. 

George AVeatherhy has emphasized that the puri>o.se of constructing an analytic 
model is to help answer apeeific questions and that in the further development of 



the National Commission mo lel attention sliould properiy continue to be focused 
on what specific questions }) i-e to be answered. The National Commission built 
a model to assist in more rigorous comparisons of alternative financial plans in 
order to answer specific quci tions about which plan is the most effective in the 
use of public expenditures to achieve selected objectives. Concurring that tho 
National C^niraissiou stated the right questions, then we are interested in re- 
finements of the answers to those questions* 

Er|c 2Bb 
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A. In uiy view, at tliis point, tlio noxt stepy in working with tlic* canxnt model 
arc: 

1. AniplillL-jition ot* tlie dovumcnlullon of the model To begin nt tlio begin- 
nin^r, the docmnentation ol! tbe nuulel sboiUd bo anipli(iO(l with I'xplicit at- 
tention to differentia Un^ anionj^ : 

iL Policy variables, wliicli can l)e considered as inytrnmont.s in acbiev- 
ini^ linauein*? goals ; 

1). Endogenous vnriables, wlncb inflnence and which are In tarn in- 
lluenced by the system ol* linanciag poatsecondtiry education; nnd 

c. Exogeiions variables, \\'lncli liave an impact on tinjuiciuj; alterna- 
tives but wliieli arc tlieniselves determined onislde of the system of 
linanciag. 

2. To evnlnate morcfornnUly the validity of the model and tiie scn.'fiHrity 
of the outi)ut to changes in the strnctnre of the model and variation in the 
data put into it. 

To focus on the role of judymcnl in deriving policy conclusions from 
the model. 

The type of analytie model develoi)ed.b.v the National Connnission for compar- 
ing linaacing policy alternatives is constructed by: 

a. Stating the goal to be achieved — or, technically the value to Ije nuixi- 
niized, 

b. Dehniug the constraints or linnts, \\'ithin which the goal can bi» sought 
(for example, constraints on availability of funus), 

c. Describing with sets ot equations the way the plans operate, and 

d. IMitting into the nu)del values to indicate the levels of oi>eration of the 
various plans. 

Then the model can be used for : 

a. Comparing the plans with respect to how well they achieve the goal ; and 
after aual>'zing the results, 

b. Indicating which plan comes closest to achieving the desired goal. 
Xote, however, that the analysis compares alternatives in achieving a Hinutc f/oal 

"When this is the case, direct conclusions can be drawn about wluch alt iM'na lives 
best achieve the single goal specilied. The National Cuuunission\Model nuist neces- 
.sarily be more coniiilcjf, however, l)ecaus*e the goals ot the sui)i»ort of postsecond- 
ary education are more complex— they relate to sets of objirtives with resi)ect 
to botli students and to institutions and strategies for tinancing postsecondary 
educiition must consequently deal with maximizing conjplex objectives that re- 
late to both students and to institutions. 

We need to exi)h)re the limits and possibilities of drawing policy conclusions 
from a postsecondary linancing nuxlel which nmst necessarily separately and 
independently nuiximize values in achieving two dislinet sets of goals — one re- 
lating to stmlents (access, choice, and opportunity) ami tlu* other to institutions 
(educatiomil diversity, excellence, iudei)endence, and accoiuitai)ility). 

The Natimml Conunissiou Model can l)e used to compare the alternative (inanc- 
ing strategies ouc at a time, to deternnne to wliat extent, all other things being 
equal, they Tua.ximize the value of a i^inytc objective. The single tibjeetive used 
in the examples puliUsbed in the Report relates to student aeci'ss. 

Xext, the model, as structured, can he used to compare the alternal i\-es against 
any other single specKied ol)Jective — ^iu succession, but always one at a tinu». 
In comparing. the plans, if the best way to achieve difjcrcnt goals is through dif- 
fcrvht f*tntte(/ic>'i then a methodological issue and couscqneutly a policy issue 
arises, ^^''{)rking within the analytic framework of the model, to obtain a clear 
indication of which .S'/i?/7/c alternative linancing plan is preferabh' re(|uires either 
the real-world d(H'ision-nudver or the model-builder to siH'cify tb(> weights to 1){* 
attached to oljtaining each of the goals and to strike a balance auH)ng them, crui- 
sidering the positi\'e and negative effects of each plan of action on all other 
relevant goals. 

Thus, the National Conunissiou model requires the khc of judf/nirnf in ait 
ea.sentiat wan in (toricc poUry conctatiionfi — not the use of JndgnuMit simi)ly tt) 
assess liow well the structural equations describe the real world or to evaluale 
the (lUulity of the data used. Rather, judgment is required in tlris model in an 
essential way to wei^h and si)ecify the importance of different goals, sonu* of 
which may be complementary and sonu' of which may be conq)eting. to conclude 
that any one plan, on balanc<' considering the nnx of relevant goals, is ])referable 
to another plan. 
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B. The next step.s iu dovolopiuK succossivo new (jcncratlons of the model are: 

1. To move from a static to a di/nauiic foi'iuulatiou oL' (lie model; 

2. To move lii-om a (lefinltional to a hvhuviorul I'oi-mulatiou of the model; 

3. To differentiate the national ayureuate estimates, 

a. By I't'^ioii or .state, and 

1). By race and pos.sibly sex (in addition to the dilTcrentiation^ l)y 
income already incorporated in tlie model) ; 

4. To rcfiHC the estlniateH of ntudont responses to eluinges in tuition levels 
and amonnt.s of ^^tndell^aid availahle ; and 

5. To refine the bases for making projections used in tlie model. 
EJaeli of these suggestions is diseassed briefly in the following notes: 

1. A lirst step in the further development of the model is to n)r>ve from a 
Htatie to i\ dynamic formulation of the model. 

Let me explain this suggested next step hy giving an exanipi,-. The model 
cui-rentiy defines eligibility for student assistanee as a function of income but 
iiot ot* costs of attending particular institutions, which costs .'ire, Jiowever, relevant 
hi the actual awards ot: stmlent assistance. All students are lirst grouped into 
those who .'ire eligible on tlie basis of income for linamaal aid aud tliosc who are 
not. Then tuition levels are modified a ml/or total amounts of student aid are 
changed (as set fortli in the .'ilternative financing plans), and the impacts on 
student access and induced financial rofpii rem cuts of institutions are calculated. 
But note that the changes in tuition levels, while they change educational cost.s, 
do not now change eligibility for assistance because eligibility is based on income, 
which is not affected by changes in tuition levels, rather than on educational 
costs. At tJiis stage of development, the model does not go back again and 
recalculate the inci-eiiieiital changes iu the number of students eligible for assist- 
ance resulting from changes iu tuition levels and couseciuently educational costs. 
This type of dynaniie feed-baelc interaction should be identified aud taken into 
account in subsefpieiit generations of the model. The operational impleuieiitati(m 
of tliis suggestion can be accomplished by^ chanyiny from a recursive to .simul- 
taneous approach. 

2. Tlie second step is to move from a definitional to a behavioral and 
probabilistic forniiilatioii of tlie iiiodel. 

Ill a deflnititmal model, answers are calculated by the arithmetic operations 
of jiddiitg, subtracting, multiply iiig. and dividing as indicated by exact e(piations 
which define relationships. In a behavioral model, more attempt would be made 
to take into account actual behavior of people affected by proposed changes. 
Since we caiinf)t be sure of their responses, we take into cousideration tlic proba- 
bility of II particular response. 

Again, let me use an example to try to explain this suggested next step. At 
the present time, a dollar of tuition increase in the model is e<iiial to and exactly 
offset by a dollar of increase in student aid. This is not an a.ssuniption built into 
the model in structural efpiatioiis; tlie model has .separate equations for each 
variable and can handle them separately. Tlie current erpuvalency of tuition and 
aid is a matter of input data. 

But we need next to consider whether the students actually respond exactly 
the same way to offsetting changes in the two types of support, dollar for dollar. 
To add the behavioral responses we would need, for instance, to consider whether 
students knew about tuition levels and the aiiiouuts of aid offered, aud what 
certainty or ri.sk they attached to the continuity of each. Iu this ca.se, for instahce, 
it might i>e that tlie knowledge of and certainty attached to tuition levels is 
different from that attached to amounts of student aid avaibil)le as an ofi'si?t. 

We currently lack adecpuite empirical data to make firm estimates of this type 
of student behavioral resp(msc, but better policy information than can be 
currently i)rovided might l)e obtained in a rudimentary fashi(Hi l)y using a 
adaptations of a tecliniduc known as the V)clphi*' tcchni<{ue (in which informed 
coii.seiisns is. generated through asking a panel of "experts" to answer several 
rounds of the same questions wlieii they know the answers previously given l)y 
tJiO "experts" iu the preceding round). 

Ill extending tlie development of behavioral responses in the model, the re- 
sponses of institutions with respect to changing tuition levels and assistance 
available, aud the respou.ses of state and federal yovcrnmenls in allocating aid 
slioiild be added. 

The result of adding these probabilities of behavioral responses is to move in 
the direction of generating a simulation of the real flnaneiny deoision proeesses 
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of all tlie major decidors as tlioy iiiteniot. In this case the output of the luodel is 
not a single calcnlated answer but the report of the results ot'an experiment using 
the mode! wliich is run several times and to which are attached the probabilities 
of being correct. 

3. luiproveuient of estiuuites of the behavioral resijonses of students. 

As George Weathersby jwinted out, continuous development of the model will 
reanire updating and further reHuement of the underlying estimates of the 
student responses to varicnis sets of choices which they have. The only studies of 
these responses which we currently have were uuide during periods of sustained 
enrollment growth in the 1900s, but before the sinirp expansion of the two-year 
institutions and before the introduction of student financial assistance progranus 
for low^ineome students. I understand new work Is underway on these student 
respon.se.s, in particalar by David Aluudel at Harvard. 

4. Another modification of the model would involve nmking refinements to 
take into account how people differently situated in difTerent areas of the 
country might respond. As you pointed out, the National Commission neces- 
sarily started with a nationul tnodcl^ hut it is known tliat tlie kinds of choices 
students can nnike and their likely responses uniy well differ r go ion hy rcfjion 
or even sfuio hy state — given, for instance, the differing private-public n\ix of 
institutions or the availability of two-year options as we move from east to 
west across the country, 

In addition, income is, but race or sex are not, taken into account explicitly 
in the current formulation of the mo<lel — and they should be, if blacks and women 
cannot be assumed to respond similarly to white males to different educational 
options. 

u. To rc/inc the Vaais forviakiny projcetiotis used in the model, 
Projections of important variables in the nu)del are currently nnide outside of 
the model and then fed into it. We might want to examine the ways in which these 
projections are nnide to .see if they coald be-refined. It might he feasible, for 
instance, to make the projections of enrollment internal to the model and affected 
by what happened in earlier periods. 

In addition, the essential projections might be li7il'e(lvwre cxplieUly to assimp- 
tiouft ahout the development of the yeneral ceonomy and the place of postsccondary 
education among national prioritiea. • 



1. The American system of public higher education is a precious natioiuil 
resource. Since its beginnings almost 150 years ago, this network of land-grant 
universities, state colleges, and con i muni ty colleges has grown so that it now pro- 
vides access to millions of people — today, to about three-fourths of all college 
stiulents. , • , 

2. Like our free public school system, of which it is a logical outgrowth, i)ublic 
higher education is the envy and wonder of the entire world. It has contributed 
enormously to our well-being, through research and i)ublic service as well as 
instruction, and it is today a principal hope for resolving many of the problems 
wliich confront us. 

3. The alternatives to low tuition propo.sed by the Carnegie Counuission, the 
Committee for Economic Development, and others rest in varying degree on 
shifting the financial burden of higher education to the student and his family. 
For most middle-income and lower-middle-inconu* students, and quite po.ssibly 
for low-income students as well, higher tuition means heavy borrowing, probably 
at high rates, and large debts — or not going to college at a 11."^ 



♦This Is n Htnff nnpor nroiinred hy tho Amerlcnn Association of Stnto ColloRfs nnd IJal- 
vprsitlp« for tho NntlonnI Commission on the Flnnnpln^ of Postf<(»ron(lnry Kthicntion. 

^For fnrtlior dlsciiflRlon of lon^y-torm loans nnd lonn hank npnronehos. koo Uol)prt W. 
Hartmnn, Credit for Collepc (Now York: McGraw-Hill. 1071) : D. Bruco .TnhnKtono. New. 
Patternft for College Lendinp (Now York: Colimihin Unlvorsit.v Pross, 1072); nnd John 
P. Mnllnn. "Curront Proposals for Fodornl Aid to HIshor Education," In M. D. Orwljj, 
Financing Tfiffher J-Jducation (Iowa City: American College Testing Program, 1971), espe- 
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I. INTRODUCTION : A STATEMENT OF PRINCIPLES 
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4. No amount of rhetoric about helping low-income students, saving? private 
higher education, or increasing student choice should be allowed to mask the 
effects of high public college tuition and hejivy debts on millions of Americans. 

5. Increased student aid is not and cannot be a substitute for low tuition, 
although it .should be a supplement. Federal and state student aid programs are 
sul)ject to tlie annually shifting political ami eeononiie priorities of federal and 
state bnrenuenits, politicians, and bankers. Loic In it Ion hs u Uyno-tcrm f/nurantcc 
of access to higher vducution; student aid cannot 1)C. 

0. Student aid alone cannot provide institutions with the resources needed to 
plan ahead, to provide new instructional programs, re.search programs, and serv- 
ices to nu»et changing needs. Institutional aid is necessary, both for institutional 
.stability and to help keep tuition (/oio/i— thus aiding millions of middle-inconie 
and lower-juiddle-income students who are eligible for little or no student aid, 

7. Student aid programs for lower-income groups alone, <jonibined with higher 
tuition, would bring about a new and highly undesirable class discrimination in' 
American liigher education. Well-to-do students would be able to pay their way 
and graduate debt-free; lower-income students might also obtain a subsidized 
education and graduate without debts. Middle-income and lower mid die- income 
Students would have to pay much more and take on large-scale debts after 
graduation. 

8. Raising public tuition as a way to "help private colleges" would force 
millions of middle-income and lower-income families to pay more and take on 
debts. Direct institutional aid and student aid to private colleges is a far more 
equitable way to help these institutions. 

9. In conclusion, it would be both tragic and foolish for the American people, 
at this i>oint in histoos to abandon a century of unparalleled success with low- 
tuition public colleges for a dubious and untried .system based largely on higher 
charge$ to students. 

The paper which follows develops some of these points in greater depth, and 
also examines wmo of the arguments for and against raising tuiti(m. 

II. SOME ARGUMENTS FOR U.\ISING TUITION 

Here are some of the most frecpient arguments for increasing tuition: 

1. Because present state taxes are often regressive, the burden of support 
for public higher education falls disproportionately on lower-income families 
Which are less likely to send their children to college and therefore do not 
•^benefit." Conversely, many upper-income families who benefit could afford to 
pay more. 

2. Raising tuition would "make available" more funds for public higher educa- 
tion, which could be used to provide aid to lower-income students. 

3. The most efficient way to aid lower-ineome students is to give them direct 
federal and state aid, while charging everyoiu* more tuition. 

4. Some middle-income and lower-middle-inconu^ students now attend private, 
higher-tuition colleges. If these students can afford to pay higher tuition, why 
can't other middle-income students do so? 

5. Raising tuition would decrease the gap between public and private college 
costs, and thus help private colleges attract more students. 

C. Students .should have more choice of the type of institution they attend. 
They should not he limited to a low-tuition public college close to home for finan- 
cial reasons, but should be able to go to a more expensive public, private, or 
proprietary school. But, because federal and state government resources are 
limited, this choice is oulv possible if tuition is raised to obtain more overall 
revenues, and if Students are able to obtain grants or loans to go to any college 
they wush. 

7. Raising tuition will give the student more power over the institution, snice 
he will pay a greater share of costs. This will force colleges to become more 
responsive to student demand.s. 

8. It is unclear to what extent higher education benefits the individual grad- 
uate, and to what extent it benefits society in general. To the extent that the 
individual benefits, he sJioubl pay more. 

There are otlu^r rea.sons for raising tuition, of course. The most frequent rea- 
.son in practice is simply that a given Governor or state legislature is hard- 
pressed financially. However, an ad hoc prt^sure to raise tuition in one state 
In one year— often by a relatively sum 11 amount— is very different from ft 
concerted nationwldo.campaign to raise tuition in all states. 
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A. great (Iniiffer in tJio tuition controversy is tlint linrd-pressed or fiscally con- 
servative politicians at tli(» Ixnleral or state lovcl will seize upon dubious theo- 
retical justifications for raising tuition, as a way to balance their own budgets. 



Dealing in depth with the arguments against low tuition is not easy. Each falls 
for substantial research and n "alysis; but in most cases adequate int'oruuitiou is 
unavailable, fragmentary, or subject to widely varyimg interpretations. The mil- 
lions of dollars spent on research by the Carnegie Connnission and other govern- 
mental and non-governmental groups have mot provided tlie country with a firm 
data basis for either accepting or rejecting many of the arguments nmde for or 
against low tuition. 

Given such uncertainty among research scholars, decision -makers should move 
very cautiously in reconnnending radicnl changes in a .system which involves so 
nmnx millions of people. 

Kere is a rebuttal ot each of the points made in Part II of this paper: 

1. Bcf/rcssivity of stale tax- hunlois. — Scholars such as Dr. Joseph I'echniar., 
ryirector of Economic Studies at the Brookings Institution, have raised serious 
iloubts about the cluirge that low-income families are bearing a disproportionate 
part of the costs of pui)lic higher education. Dr. Vechman believes that, on the 
ziverage, lower-income peojde receive greater direct benefits from public higher 
education than the taxes which tliey pay." 

The Carnegie Commission report, ITi(/hvr Kducatiniu ^y]^() Pa}j{tf, mak(»s n simi- 
lar point on pages 43-47. The Commission points out that while lower-income 
families which do not i?end a student to public colleges do not receive n direct 
subsidy, those who do receive a consideral>ly larger sni)sidy than tJie taxes which 
they pay."" 

Some further point.s al>ont the problem ot* regre.ssivity : 

Today, federal, state, and institntionnl programs are nmking a major efl'ort to 
attract more low-income and niimority students — with considerable .success. As 
more such students go to college, part of the existing rcgressivity will be 
elinnnated. 

To the extent that rcgressivity is seen as an inecpiity. it .should be corrected 
by clmnging the tax system, ratlier than charging higher tuition to all students. 

College graduates pay higher federal, state, and local taxes. In this way. fnost 
college gradnntes repay the subsidy they received in the form of low tniticm. 
Many of them repay it several times over. 

The ahftnlutc anunints paid l>y many low-income families n.s taxes used for 
public higher education are sumll — in numy states, i>rol)ably only a few dollars 
per year. 

Low-income families benefit from public higiu'r edncatioii even if tlielr chil- 
dren do not go to college. Vnhlic colleges train most of the teacliers, social work- 
ers, health professionals, biisinessnicn who create jobs, and n host of oth(M-s 
whose work helps the poor in many ways, 

Lower-income families benefit greatly from the increased willingness oC college- 
educated nuddle-dass i)eople to support social and civil riglits programs which 
benefit the poor. This is shown very clearly in an important Carnegie Commis- 
sion on the social benefits of higlier educiition, a study which has not received 
the attention it deserves — Stephen Witliey's .4 J)C(/rec and ]yiutt VjIhc? ^ 

It is not necessary for every public service to b(»ncfit every income group pro- 
portionately, in order to have overall ecpiity. While lower-income people as a 
group may pay more in taxes than they receive as participants in public higher 
education, they also receive more beneiits from otluM* programs than Uiey pay 
taxes for. This is niupiestionably true for public welfare and elementary and 
secondary education, and to some extent for pui)lie h(»alth .services, iniblic hou.s- 
ing, any many other government in-ograms. A realistic picture of tax(>s and 
benefits should show the flowl^f all goverunient IxMiefits to each income class. 

2. ^^Mal'lnu avaiUihlc'^ morr\csourrC'S for poor .<J///r/c» This argument is 
based on the .serious misconception that increased tuition revenues will somehow 
be ''recycled*' to provide student aid for -the poor. This is simply not the M-ay the 
system works in most stat(*s. Such funds usually revert to state or lo(»al treas- 



= .Tosrph A. Pochmun. "The Dif?trIbutionnl KfTort.*; of Piihllc nij?lior Kdiicntloii in Cnll- 
fornla." Jonrual oj Ifutuau I^cnourcCH, H. Summer, 1070. 

^CarncL'io Conuiiission on nijrlior Kdiinitlon. Tf!fjhcr I^duvntion: Who Vniinf "U'/io 
Ben 0/} ttt t m oSiho II Id Pau t i Now Yo rk : McO rn w-H i 1 1 . 1 n 7a ) . 

*StopIion B. Whithoy. A Dcprcc and What EUc (New York : McGruw-IIin, 1071). 
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iirles. where tliey may he used for any govcriuueut purpose Even when the 
institution is alimved to keep the tunas, the k^gislatnre will take notice, and is 
likely to suhtract tlieai from appropriations. Fnrther, even it a pai'ticuUir state 
passes a law carnuirkiiig increased tuition revenues for student aid, there can 
he no guarantee that the next state legislature will C()ntinue the coniiiiitnieiit, 
3 UsiiKj stuiJvnl aid to malce up for tuition iiinraifv.H.—Both the Carnegie 
Couiniission and the Connnittee On Kcoiu)niic Development report seem to believe 
that tuition increases— voted on separately hy m state legislatures and by 
hundreds of local connuunity college districts— can somehow be "coordinatea 
with increased federal and state student aid, in sueh a way that student aid 
grants \v\\\ nmke up for tuition increases, for very low-income students. 

Middle-income and lower-middle-inconie stuaeats- with faunly incomes as 
low as $10,000 in some plans— would uot receive grants adequate to offset tuition 
increases; they would have to pay more and probably go into debt, Jiloiig with 
all .students with familv incomes above the median, now around i|;il,000. 

All ft'deral student aid programs have been funded far below the level ot need 
in the fifteen years since the pas-sage of the original National Defense Studeiit 
Loan rrogram. Present student aid programs are ineflicient and inequitable in 
many wavs: niauv states do not get a proportionate share of available funds; 
some colleges within each state do not receive a i)roportionate share; iinids have 
become available too late in the year, because of political and budgetary con- 
troversies ; federal regulations, guidelines, and procedures have involved in- 
ordinate delavs and resulted in great confusion and red tape. 

Further, student aid programs have been the target of various hidden 
agenda" plans to do away with aid to all students except the very poor, and 
force most students to rely on expensive high-interest loans. 

Indeed, at least one prominent economist associated Avitli the lugh-tnitiou, 
large'Studeut-debt approach lias publicly reconnueuded that the new state .schol- 
arship incentive program be used as a device by Avliich the federal govermueut 
can pressure state legislatures to raise tuition in the 50 states ! 

The.se policv shifts and bureaucratie delays in student aid programs have 
involved many different players in the political game— Office of Educataioii 
bureaucrats, l)itter opponents of low tuition in some high ecouoanc and liscal 
planning odices in the federal goverumeat, 0MB officials attempting to cut the 
budget in any wav possible, and others. These shifts liave uot been limited to 
one' administratioiL but involve years of controversy under Presidents Eisen- 
hower, Kennedy, rTohusou, and Nixon. 

To the bureaueratic iu-ngliters on student aid must be added the varying 
political factious in both houses of Congress and both political parties, on the 
ISducatiou and Appropriations connnittees. Individual personalities on the 
Congres-sional connnittees and their staffs have also inffueuced the direction 
taken bv student financial aid programs. 

Fiaally. there are the bankers— tlie private lenders who are essential to any 
priA-ate loan program like the Guaranteed Student Loan Program. The bankers 
own fiscal priorities, their willingness to lend to students, has varied over time 
with the money market, the overall economic situation, and otiier factors. 

(aveii this political and economic nielange, with the further political nacer. 
tainties which affect 50 state legislatures and ."50 Governors, tliere is no way that 
the Carnegie Commission or anyone else can giinraiitee a ''magic money machine" 
in which tuition can l)e raised with the a.ssuraiice that adequate student aid 
funds will be available from year to year. 

Low tuition, again, is a far more stable guarantee of educational opportunity. 
•V VHCU believes that student aid should al.so be available— especially in the form 
of grants, work-studv and low-cost XDSL loans. But AASCU !)elieves it is 
dangerous to rely on the promise of student aid as a way either to help stu- 
dents or to provide adequate resources for institutions. 

4 Can ni1(UnC'iy}Comc studcvtH afford pnvaic liiphcr education?-- A. member 
of the National Coinmissiou on Fimniciag Postsecoudary ICducat ion has referred 
to Census data which shows that a substantial percentage of the students attend- 
ing private colleges, espeeiallv four-yejir colleges, are from middle-incouie and 
lower-niiddle-income families. The implication of this data, to him seems to be 
that high tuition has not been a barrier for college attendance for many middle- 
income students. 



Robert W. Hnrtajan. iriyhcr Education SHh^iliUcfi (WaslilnRtou : Brookin^-s Institution, 
1072). pp. 4S1-484. 
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It is diflaeiilt to deal in deptli witli this question because there is very little 
detailed information from the Census or elsewhere on income class and college 
attendance. However, here are some points : 

The same Census data show that a larj?e nmjority of middle-income and 
lower-middle-inconie students attend puhlir eollej?es. The fact that some members 
of tile group are able to afford private colleges does not "prove" that all of them 
can. 

Such aggregate data do not show the actual cost of attendance at .such colleges 
tor middle-income students. For example, many students, especially in the urban 
Northeast, may be commuters; it may he little more expensive for them to 
commute to a private college than to pay residential costs at a public college. 
^ Many students at private colleges receive substantial student aid, from institu- 
tional sources as well as public sources. One estimate is that private colleges may 
be spending c J <7/tf times as much in.stitutional aid jier student a.s public colleges. 
This would bring the cost for many students down substantially.** 

Such Census data do not indicate family assets or ability to borrow. Some 
nriddle-inconie families may have substantial assets or savings, or better credit 
than other families at the same level. 

Census data based on the family income of dei)endent students are not relevant 
to the problems of students who are largely self-supporting, older, often married, 
working, and attending college on a part-time basis. A large and growing number 
of students at urban community colleges and state colleges fall into this cate- 
gory ; they are Iieavily dependent on low tuition. 

A number, of factors other than tuition obviously altect college attendance or 
non-attendance at each income level. One factor is geographic access to college, 
and commuting costs versus residential costs. Another is college admissions 
policies ; for example in New York City many nun-e middle-income students are 
attending public colleges since the oi)en-admissions policy was adopted. Other 
factors include academic ability and motivation — some academically able low- 
inconie and middle-income students win scholarships to private colleges. Other 
cultural and motivatioiml factors affect the choice of a college by a student or 
his parents; for example, some religiously motivated parents may^nake unusual 
financial sacrifices to send their children to church- related schools. 

In sliout, tuition alone may not determine whether a middle-income student will 
attend a public or private college, especially in the urban Northeast. In many 
parts of the country, however, the public college is the only financially feasible 
choice. 

AASCU continues to believe that higher tuition would bar many middle-income 
students from college, or force them to take out expensive loans. 

5. The ''tuition //a/)".— To AASCtJ, the weakest and least justified nrgmnent 
for raising tuition is to "make private colleges more competitive." This is a 
recommendation to tax the 75 percent enrolled at public colleges to help the 
25 percent at private colleges— to place a large tax and large debt upon six 
million students, many of them middle-income and lower-income, to help col- 
leges enrolling 2 million students — sonje of them quite well-to-do. 

Private higher education is concentrated riuite heavily in the Northeast and 
Middle Atlantic states and a few other areas. This policy, if carried out nation- 
wide, would require niiddle-income students in Florida. Texas, and California to 
be taxed more heavily to "help" private colleges in ^lassachusetts and New York ! 

One iUVSCU President has suggested that this policy is "like raising the 
price of chuck, to nmke sirloin more attractive." 

There is an alternative. AASCU and other a.ssociations representing public 
higher education have worked consistently r)ver the years for federal programs 
which benefit private colleges as well as public colleges^r-student aid, programs 
for tlie disadvantaged, graduate fellowsliips. facilities construction, institutional 
aid. To the extent that private higher edncatif)n should be supported with federal 
funds, this kind, of direct asHistance is far more equitable than simply taxiiy? all 
students at public colleges. 

6. St tu dent choice. — Some commentators say that equality of educational oppor- 
tunity means that students must have a choice of several or nniny public, private, 
and proprietary colleges, and not simply access to one or a few low-cost public 
colleges. 



^ flThpso estimates are based on .Tolm D. MUIett. Fhiat^clixj Ourrcut Opcratinni^ of Amer- 
ican 71 igher Education (Washington: Academy for Educational Dcvelonmeiit, 1072). 
p. n. Table 2. 
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This viewpoint is taken, for example, in tlie College Entrance Examination 
Board report, To^oard Equal Opportunity for Higher Education,''' which takes the 
position that low-income and especially minority students in particular should 
have acces^s (through large grants) to more expensive universities and not be 
"forced" to go to "lower-cost" public colleges. 

Tlierc has been some discussion on the i>art of the members of the National 
Commission on the Financing of Postsecondary Education about this same poiut. 
Some members have talked of the necessity of "a trade-off MUcecn access and 
choice'' — for example, putting less federal x^nd state dollars into access at low- 
tuition public colleges, and more into student aid to help students go to more 
exjpensive colleges. One implication is that if there is not enough additional public 
money for institutional support, public colleges will have to charge higher tuition. 

•For most students except the very poor, such a "diversity of choice" plan is 
likely to mean simply an opportunity to borrow more money at higher rates. 

AASCU beheves that the resources available to higher education can and will 
be expanded in the decades ahead. The American people should not accept the 
argument that tuition must rise in order to expand '^choice." 

AASCU also believes that federal and state governments should consider very 
carefully the extent to which public funds should go into making it possible for 
students to attend very expensive institutions, whether private, or proprietary, 
particularly If funds used for this purpose are taken away from public colleges, 
resulting in higher tuition. 

7. *^ Student power*'. — The view that students should have more power over 
higher education — and that they will have it If they pay more — has won some 
adherents in recent years. 'Some of the more radical eristics of higher education, 
still waiting for 'the "greening of America" which student power is supposed to 
bring, have used this as a reason for high tuition and large loans. 

a'here are at lea.st two strong arguments against this point of view. One is that 
most liigher tuition-ijlus-student-loan plans would lead only to the student paying 
a somewhat greater share of the instructional cost. Students in this situation 
would have all the disadvantages of high tuition and larger debts — but none of 
the presumed advantages of really "controlling" the institution. 

-The stronger argument is that while students might like greater control over 
the educational process, very few Imlieve that they should pay for it with much 
larger debts. They do not want to begin their early post-college. years with heavy 
debt repayment schedules — nor do they wish their spouses to be burdened with 
such debts. Most would also be unhappy at a situation in which the well-to-do 
and some of the poor avoided dei)t, but no one else did. 

'Most students also believe that a greater share of the Gross National Product 
should be devoted to higher education subsidies, and that tuition should be kept 

low. . „. 

. 8. Social lyciiefits versus individual benefits. — After spending some six million 
dollars in six years and involving what were puriwrted to be some of the best 
minds in America, the Carnegie Conniiission was unable to come up with a way 
to quantify the benefits of higher education to the individual or to society. It was 
their general conclusion that since the individual and his family now pay about 
two-thirds of the cost, and the individual keeps about two-thirds of the additional 
income result from college (the rest going to increased taxes) , the present funding 
pattern is generally an acceptai)le one. Nevertheless, they urged higher tuition at 
public colleges.* , , 

'Several recent books and articles make a very persuasive case that the social 
benefits of higher education are very great, and that this justifies keeping tuition 
as low as possible. The reader is referred to articles by Howard R. Bowen and 
Paul Servelle. and to a Carnegie study by Stephen B. Withey. All of these publica- 
tions deserve nmch more attention than they have so far received." 



1. Both federal and state policy makefs should seek alternatives to higher 
tuition and larger student debts. These alternatives must include adequate 
student aid programs as well as adequate support for institutions. 



TColleKe Entrance Examination Board. Toward Equal Opportunity for Tligher Educa- 
tidn fCTBB : Princeton. New .Jersey. 1073). 
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2. Student uUl policies .should emphasize gniuts, work-.stud.v. jiud low-iutorcst- 
nite, subsidized loaus along the lines ol* the National Defense Student /joau 
Program. 

3. Federal and state policy uuikors should review very cautiously all proposals 
for long-term student loaus. contingency rei)ayinent. and loau baiik.s, as well as 
any changes in the Guaranteed Loan Program, to l)e sure that thoy arc not based 
on' "hidden agenda" plans to shift public college students to higher tuition and 
larger debts. The same is true oC efforts to use the state scholarship incentive 
program, or any other fedei'al program, as a way to pressure the states to raise 
tuition. 

at^fehicak associatio^" 01^ 
State Collkges and U.viveksities, 

Washington, B.C., May 7, WTJf. 

Hon. .ToiiN Det.lenback, 
Longworth House Office Building, 
U.S. IToiiSG of Rei}rescniatiVGS, 
Washington, B.C. 

Dear Jonx: I am writing in response to your letter of March 6, which invited 
AASCU to comment on the report of the National Conuaission on the Financing 
of Postsecbndary Education. 

I enclose an AASCU staff report which comments on some aspects of the report, 
particularly on the analytical model. Sea also the attached connueuts of Dr. 
Lyman Glenny, which he has made piil)lic. 

We are very much aware of the Jiard work and dedication which 'you ami 
the of lie r members brought to the work of the Conunission. AA'e are ijartlciilarly 
impressed Avith the Comuiissipn'.s call for the establishment of a better data 
system, on a pernmnent basis, for liighei' education. AVe hope that soiae mechanism 
can be developed, either in the Office of Fdueation or elsewhere, to make this 
possible. 

In this connection, we have been interested in the proposal in the current 
Senate bill on elementary-secondary education to elevate the National Center ou 
Educational Statistics to the same level as the Office of Education. Tliis might 
hell) the Congress and the public to work more closely with NOES, to assure 
its doing a better and nuu-e up-to-date job of data collection and dissemination. 

If we can be helpful as yon and other members of Congress consider next steps. 
plea.se let -us know. AVe are taking the liberty of sharing these materials with 
others who may be intercj^ted. 
Sincerely, 

AI.T.A^' AV. Ostak. 

Enclosure. 

]VrAY 1, 1074. 

Staff Paper on the Repoiit of the Postsecondaky FI^•A^'('T^•o Commissio:n' 

The recent report of the National Commi.ssion on the Financing of Tost- 
secondary Education is an impressive attemL»t to bring together data and anal.vsi.s 
for a fresh look at the financing of postsecondary education in the United 
States. 

The report has now been extensivel.v analyzed by the T'^nited States office of 
Education, by uuiuy higlier education a.s.sociation.^. and i)y a uuml)er of individ- 
uals. Yet there is still need for further analysis )»y specialists — literally, a iiage- 
b.v-page review of data, assumptions, and metln)dology— if the report is to .serve 
either as a basis for decision-nuikiug, or as a methodological model f(u- further 
re.seai'Cli efforts. 

To onr knowledge, few specialists in educational research or analyticil models 
have yet analyzed the report. Some who have, like Dr. Lyman Olenny at the 
University of C>iliforuia. have been very skeptical. (See bis attached rei>ort of 
February 12, 1074, to the Education Conunission of the States.) 

Those who support the i)rinciple of low tuition at puldic colleges have particular 
rea.sou to ))e concerned about the model, since several of the generalixatirins wliicli 
How from it, and which have been widely^pnblicized, can be interpreted as (pies- 
tioning the value of low tuition. 

Here are some specilic comments on the report. 

I. THE AXATiYTrCAL >ronKI. 



The comments cited by IT. Reed Saunders. Deputy As.sistiint Commissioner at 
l-he Office of Education, and (pioted in Conuui.s.siouer .lolui Ott inn's statement of 
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Apiil 8 to Congress, sum up the doubts which many observers have nbout the 
model. See for example the following sentences : 

The model was hnpi'optM-ly used to examine the enrollment and co$tnmpacc 
of large changes in net charges to the student without any caution to the 
reader of the report . , . The description ot model purpose*, structure, limita- 
tions, input data, and outpnt results did not meet standards for publicntiou 
, in a profe.ssioualjournal. 

Similar connuents are made in a'Febrnary 12, 1074 report by Dr. liyuuin (;.lemiy. 
Director of tlie Center for Research, and Development at the University of Cali- 
fornia, Berkeley. In a report to the Education Counuissiou of the States, Dr. 
• Glenny raised doubts about the data upon which the model was based, the 
'•literally hundreds of assumptions and arbitrary adjustments" which nnist be 
nmde in such ii model (few ot which are explained in the report), the matlienm- 
tical techniynes used, the particular enrollment projections, the ignoring of a 
downturn in college enrollment over the past several years, and other factors. 

Nevertheless, as Dr. Glenny points out, the report then provides "generaliza- 
tions" about .student aid, tuition, enrollment, institutional aid, and 'so ou, drawn 
from tins "simplistic nmthenmtical model." 

Homo supporters of the report have stated that, the model is intended only 
as an example of a new methodology, a new approach to 'determining the effects 
of liigher education financing, more sophisticated than existing appronches, lind 
the report becMi a purely scliolarly exercise in methodology, so identiiied (and 
with all of the assnuiptious, data sources, and so on carefully spelled out), tiiere 
could be no criticism. But the report linUed the model to generalizations which 
bear directlv on policy-nmking and which may well influence federal or state 
policy-nmkers. It is for tliis reason that such .serious doubts have been raised. 

1. liadHGr-AliUcr and coUcf/o choice— T\ni report does not elearly identify the 
principal source of the research upon which the model and generaliziitions are 
based. It i.s apparently a siugle article by R. Radnor and L. «. Miller, "Eco- 
nomics of Education: Denuind and Supply in U.S. Higher Education: A Pro- 
grt»ss Report," AnicnGan J!!co7iomic J^cvicw (May, 1070), pp. 32(>~334. 

The same article also apparently serves as the princiiial basis for a secojid model, 
lieing developKl by XCHBMS with Office of Education fundhig. A similar model 
is being deveh)ped by RAND Corporation with National Science Foundation 
f muling, ba.sed so far on iiimilar data, but not on the Radaer-Miller n mi lysis as 

^"Therefore, a very carefal analysis by competent specialists of the limitations 
of Radner-Miller and similar approiiClies is needed for any layman who attempts 
to understand these models. 

The Radner-IMiller research is an attempt to deter mine the reasons why certain 
students chose to go to certain educational institutions, based on data collected 
bv the SCOPE project in 10(K> in four states;; California, :^rassachusetts. North 
Carolina, aud IVnnsvlvania. It should Ije cMuphasized that in ilDOO federal student 
aid progrnujs, excop't for the National DofeUse Student Loim program, had not 
vet got underway, there were few state student aid programs, tiie TRIO pro- 
grams were just* l)eginaing and tluM-e had not yot been n serious cfTort In most 
states to nttraet minority students. Further, many stntes (including Massiichu- 
setts. North Cnroliua, and Penu.sylvauia) had unu,'li less well developed systems 
of conununity colleges and eonuirehensive state colleges tiiau is now tlu^ case, 
tuitions were nnu'ii lower in botli the public and private sectors, and tiie draft 
was just beginning to affect enrollment pal terns. 

For these and other rensons, the use of lOGt> data is (juestionable in nuiknig 
genernlizatioas about 1074, or projections to li).SO. 

F\trther, the whole "science" of why and iiow students select certain colleges, 
or^decide to go to college at all, is in a very ])riuiitive rtate. It is our strong im- 
pn^^'^Jion tiiat mo.*^t:stadents a<'t with, very imperfcGt consumer l'iioirlc<l{/c of the 
a'itermitives open to tlieui. Tiiey choose a college on the basis of vague impres- 
sions gathered from their parents. ])eers. teacliers, and otiiers. They nuiy be un- 
' aware of uuinv alternatives open to tlieni. Tliis appears to be true even for chil- 
driMi of well-educated and professional parents, and nmch nu)re true for children 
of working-class, poor, aud ininority families. 

Indeed, a recent study of proprietary and public postsecondary education by 
Wellford AVilms of the Berkely Center for Re.searcli and Development in Iliglier 
Education found that nsorc culturally di.sadvantaged students were more likely 
to attend a higli-cost i)roi)rietary school rather than a low-cost public com- 
munity college offering the same courses, when' both were available — acting 
again.st what might be presumed to be their economic interest, 

ERIC 
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Wilms found that disadvantaged and minority students, including many who 
had done poorly in high school and/or dropped, often chose the proprietary 
school, while wtlte students who- had done better in high school often chose the 
community college for technical and vocational courses. 

One reason for choosing tiio proprietary school appeared to be poor consumer 
knowledge of alternatives. Those who made this choice were likely to have gotten 
their information about the school from the Yellow Pages or late-night TV com- 
mercials, while those who chose the community college were often advised by 
their high school teachers and guidance counselors. Wilms add.s that there were 
other factors — for example, many disadvantaged high school students were turned 
off by imblic high schools and carried this attitude over to public colleges. 

Nevertheless, the Wilms study indicates that "real world" ciioices of college or 
post secondary school may be very complicated, and that simple explanations 
based Ou rational economic choices are probably in error. Many more studies of 
college choice are needed, by higher education specialists and social scientists as 
well as economists and systems analysts— before we can state with assurance the 
reasons students choose particular colleges, and the importance of financial con- 
siderations in their choice. 

2. Interchangeability of tuition- and student aid. — ^The model assumes (page 
255 of report) that changes in student aid can he treated like changes in tuition. 
It is by no means certain that this is so in the real world. Tuition levels tend to be 
established for relatively long periods of time, and to be easily perceived by 
potential students, their parents, and their teachers. Student aid, on the otlier 
han(|, is subject to the annually shifting priorities of federal and state officials, 
legi.slatures, and private lenders — and to fluctuate greatly in amount and form 
over the years. It is not at all clear how students perceive the availabiliy of 
student aid. - 

Experience with a long-term system of low tuition or zero tuition, like that in 
California, indfcates that a very large proportion of students, includhig many 
older people, will continue their education when they clearly perceive that this 
system is: availalile to them. Experience with the Vietnam-era G.I. Bill (not 
referred to in the report) indicates that college-^oing, even with a grant Of }j?220 
Vev month, varies greatly from one state to another, depending on the tuition 
charged in the state and related factors. (The present G.I. Bill grant of $1080 a 
year is much higher than the projected maximum BEOG grant of up to $1400 
for tlie poorest students, but not more than one half of college costs. Yet even 
with this grant there is great variation by states in college going, related to 
tuition.) 

3, Alternatives to student aid. — The report concentrates on the use of increased 
student aid to encourage more students to attend college. There is some discus- 
sion of the need to avoid early tracking of high school students as a way to en- 
courage college-going, though this is not emphasized. But there is no discussion of 
programs like TRIO — Upward Bound, Talent Search, and Special Services for 
the Disadvantage — as a way to encourage more low-income and disadvantaged 
students to go to college. 

Almost all authorities on the disadvantaged emphasize that low family income 
per se is not the only reason why students fail to continue their education. A 
cluster of reasons related to discrimination based on race and sex (a much 
smaller proportion of qualified women go to college than men), parental and peer- 
group attitudes, poor elementary and secondary education and guidance coun- 
seling, suspicion of "establishment;' or "white-oriented" institutions such as 
high school and college, all play a part in tiie decision of many lower-income and 
minority students not to continue. 

Undoubtedly, financi/il aid — through low tuition as well as student aid — is one 
principal and essential way to encourage students to continue. But the model 
places all of its attention on the financial incentive, on additional' increases in 
aid as a way to "lure" more students (to quote connnent.s made at several Com- 
mission meetings). This approach also leads to estimates wliidr would require 
extraordinary public expenditures to acliieve modest increases in enrolhnent, as 
will be .shown below. 

Student aid (and low tuition) appears to be a "necessary but not sufficient" 
way to attract minority students. It is quite possible, for examples that an incre- 
mental 50 to 100 million dollars might better be used, not in additional student 
aid grants, but in expanding and improving the TRIO programs and helping 
support similar programs established in some states like New York and California. 
This key question is never raised in the report. 
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4. BEOG versus 8E0G: the flat grant approach versus the coUeffc-hased aid 
approach: The inodeVs approaqh, increasing enrollment simply by increasing the 
grants available, has a very Important side effect: a stnall increase in tota* 
enrollment requires a very massive inerease in student aid. 

This has major eonsequcncee not only for the model, tut for a key question 
before Congress in 1974 and latet years: the extent to which stuilont aid should 
he hased on direct cntitlehient grants like BEOG, or on discretionary coUcgc- 
hased aid like SEOG. 

This particular point is best made by r€jviewing a commentary on the report 
by Dr. George Weathersl?y, who served afs Associate Director, in a paper given 
at a U.S.O.E. conference at Marco Island,, Florida on February 17-18, 1974. To 
quote Wea the rsby, giving an example of the impact of aid : 

However, $2 billion in additional need-based grants would increase low 
income enrollment by about 6% in 1980 (approximately 200,000 students) 
costing ahout $10,000 per additional student, which is surprising. 

Congress and the taxpayers might well raise their eyebrows at the suggestion 
that $10,000 ifer student should be spent in aid funds to attract additional stu- 
dents^ when the actual cost of instruction for each student might vary from 
$1500 to ^3000 per year, and when a student can now attend Harvard or Stanford 
for $5000 a year. 

, But the "$10,000-per-student" figure is actually based on an assumption which 
Shows some of the limitations of modeling — ^and, more important, some of the 
problems of a BEOG flat-gratit system versus an SEOG college-discretionary 
system. Congress, in reviewing the future of BEOG and the college-based aid 
programs, should be aware of such as.sumptlons. 

The assumptioii made in the report is as follows (using hypothetical figures). 
If — say — one million students will attend college with an average BEOG-type 
grant of $1000, we might hope to attract another 200,000 students if we raise 
the average grant to $1500. However, because BEOG~tyi)e grants are bused on an 
entitlement formula related to family Income, we cannot simply pay special 
grants of $1500 to the additional 200,000 students we seek. 

Instead, we will have to increase the average grants for the one million aided 
students already in college fi-om $1000 to $1500, as well as giving $1500 grants 
to the 200,000 additional ^;tudents we seek. ^ 

Thus the total additional cost of this program to the government will not be 
^00,000 times $1500, or $300 million. Rather, it will be 1,200,000 times $1500— 
or $1.8 hillion! 

There an? ways to avoid spending such astronomical sums to attract more 
students into the system. In addition to utilizing programs like Talent Search 
and Upward Bmmd, and other approaches to recruitment through high schools, 
parents and the community, the government can continue to utilize discretionary 
programs such as SEOG — which give the individual college the authority to 
tailor grants to particular situations* rather than giving all students a flat 
grant baserl on income. Then, individual colleges could choose to give cortaln 
students $1500 rather than $1000 based on individual circumstances — without 
giving all federally aided students $1500. — ^ 

5. institutional aid. — One of the most controversial generalizations in the 
report appears on pages 810-318, and is related to Table 7-11 on page 317. 
This states that if institutions were to take lar|fe numbers of additional federally 
aided students, they would need only a miniscule increase in institutional aid 
per student in order to make up the additional 'instructional costs. 

The figures given are as follows: If $1.2 billion in additional Btudent aid 
is made available by 1980, public four-year colleges would require only $37 per 
.student aided and private colleges Would require only $120 per student aided. 

These estimates are in direct contradiction to figures which appear on page 
254. based on IIKOIS data^ which^show .that the average instructional cost per 
student in 1971-72 ranged frxfm"$153:^ at the lower division of public four-year 
colleges to $8029 at the upper division of a private four-year institution. Such 
costs have already sharply increased for 1973-74, of course, and will no doubt 
be much higher in 1980. 

The estimates of $37 and $120 are apparently based on dividing the estimated 
increased institutional cost incurred by adding these students not by the 
increased number of students aided, but by the total of all students aided, includ- 
ing those aided hefhre the $1.2 billion was made available. 

This calculation results in the ludicrously low es*^imate for additional insti- 
tutional aid needed per student. On tJie other hand, if w6 simply assume a large 
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(lefieit for oac-li stiidoiit: in collc^je nlmulj' — whetlK-r or not federally jiided — 
there will be ji .siiiiihir delicit I'or enoh additional .sfndent adnutfod. ' 

Tiiis point can l)e illnstra(-cd by the following' example. Assnnie that a pnbllc 
four-year oolle.i^e duirges enUMMnj; freshmen JjioOO t'niHon, bnt that it eosts the 
collej;e ,^1^00 pur stndent for instruetional costs. Tims, the coUei^e nms -u 
delicit af $1000 per sfndent. 

Also assimie that this college lias already adndtted 3,000 federally aided 
students, each of whopi carries a dedcit of )?1,000 to (-he insHtntions. 
. This figure does not include any special costs for edncationally disadvantug^'a 
students; some of the federally aided students will fall into tins catrgorj, 
EstinuiU'S from federal and instituMonal sources indicate that colleges may be 
spending as nuicli as ,*j;T00 per student per year for special services for the 
disadvantaged, in addition to the regular instructional costs of say, $1500 per 
student per year. 

The federal government then increases student a M. .so that tlu^ college is able 
to admit another 100 federally aided students. Conunon sense would suggest (bar 
each of these 100 students costs the college another .^51,000 in instructional costs, 
so that the total additional instructional cost is $100,000, which must be made 
up either by the taxpayers, by raising tiutiou for all students, or by federal 
institutional aid. 

However, the report apparently makes a very different calcidation. dividing - 
the estimated additional cost not by the 100 additional students aduuttcd, but 
by the total of 1,100 federally aided students — including those already^ in the 
college. In this way. the report arrives at a far lower cost per student. 

This calculation is of more than theoretical interest. The higher education 
connnunity has been a.sking Congress for several years to fund the cos(-of-edu- 
cation section ot! the Kducatiou AmeJiJiuents ot 1072 (Section 41!) of P.L. 02^ 
31S) — on the ground^;, accepted by both the Congre.«;s and the adnunistra tion in 
1972, that each additional federally aided student is an additional cost impo.sed 
by the federal government on the institution, and that 'the government should 
bear a share of this co.st. 

Institutional aid receives very little attention in the report, which is focused 
largely on student: aid. The low (ignre.s develoiKxl in this part of the report throw 
further doubt on the need for institutional aid, on the basis of calculations which 
appear to us to have no relation to reality. 

0. Other criticifiniH. — Other criticisms can be made of the model and the gen- 
eralizations surrounding it, although in many cases not enough information is 
available. To give a fe\y examples : 

On page 252, the report states tliat tlie model a.ssunu's that most student grants 
will go to students from fannlies with an annual income of .'^iri.OOO or le.s.s. At 
anything like the present level of BEOG funding and using the current fannly 
contribution schedule, "or 'anything like it, few students from fannlies witii 
incomes over $7,000 and almost none with incomes ovor $10,000 will receive very 
much aid. It is not clear from the presentation whether the model over-states 
the extent to which middle-income and lower-nuddle-iucome families would be 
aided in attending college. It appears that the model may over-state assistance? 
to such families. 

On pages 259 ff, the assumptions nmde in the eight plans are not .spelled out 
clearly enough, nor the extent to which certain plahs agree witli the (^10 1). 
Carnegie,'- and Bepresentative Edith Green 1972 reeonnnendations. Th(» report 
also does not nuike it clear the extent to which I*lau 11 calls for "full funding" 
of which titles of the Higher Education Act'. Once again this makes it didiealt 
for a reader to judge the u.sefnlne.ss of the report to ijolicy-maker.s. 

The various plans looked at in the model are based on reallocations of the 
same amount of money — in other words, by reducing student aid but at the .same 
time increasing tuition, or otherwise holding the total amount of m<nu\v in the 
.sy.stem con.stant. This may make sense for analytical pnn)o.ses, but is not what 
most policy-niakeif- would advocate in the real world — rather, many would 
advocate adding to the total pie, inerea.sing federal aid to students and/or institu- 
tions but not reducing the state or [>rivate contribution— or adding to student 
aid but not increasing tuition. This makes a. great deal of difference in the 
outconu^s. 

The model does not deal trith part-time students, which today include millions 
of older people, nunority group members, women, people from lower-income and 
working-class families. Again, eliminating part-(ime.. students may umke .sen.se 
for analytical sijupliclty. But it would be uu)st unfortunate if policies were to 
result from the model which would rai.se tuition and adversely affect the educa- 
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tioiml cliances of tlieso iiiiHioiis. This is ii i)iu-t icular conceni for niany coiinnunity 
t'on^se^^^^ stute collo.u^os, wUicU niiiy enroll niore^ tlitm tull-tiiiie 

stiuleiiLs. But it. affects almost nil iiistitiUions, i)ublie>^ii;l.i)nv^^ .h.riPnt 

Tlie model does not doal witli loans, or witli ^^^^^'''f!?^^^^^^ 
aid calculations are ba.sed entirely on a jjriuit system like Bl^.OG, '^'^^-l^^^^ ^^'l^^^ 
seen, do not even allow for collej^e dlsei-etionary programs liUe SKOG oi foi 
TRIO. type pro{?rams. Wi3 may not have tUe data to make raleu ations abou t ie 
e^ec-ts of loan and work-study policies, but tliis linutatiou sbould have been 

^'l^rU^^^S^ul^o \oans and worlcstudy is badly needed^ This is particularly 
true since it is verv doubtful that loans can simply be snmUuted for grants or 
low tuitiou^^^^ it can bo assumed that just as umny students from each luconio 
class will go to college if they nuist take out expensive loans rather than receive 
grants or the benents of low tuition. • ,.1 , , 

Other studies, like those made by CED and Ocrnegie, have been ,iust y ^'^ 
for apparently ignoring elasticity of donmnd-tor .SHMinng to ^J^snnu. luU 
will not fall off if tuition increases and many students must take out loans Tins 
report shows an awareness of elasticity, and points to a decline in .^•^^•oHmon^^ 
as tuition increases, based on Radner-Miller and other studies. But it does not 
give this problem very much attention. ^ ^ ..,.1^^ 

What hag been said above should not be taken to diseounigo the further explor- 
ation of modelling as an approach to the problems of niiaacing higher education. 
But it certainly sIiouUl be taken a.s a caution about the use of such models with- 
out much clearer caveats about their limitations. ^ ^ ^ ., -..h^m^ t^^-o,, 

The use of modelling in economics has So far demonstrated its IimitatioiLS. K\en 
with far better data and many more years of research by u lai^'c and liighly 
skilled gi-oiip of professionals, economic models? linve had veo' Innitea success 
in nredicting most of tlie economic developments of recent years, or helping 
policv-makers to avoid major problems. Since modelling in high oduca loa i^^ 
very new, based on limited data, and so far has involved very few protessionals, 
it is not surprising that it lias limitations. Again, there is nothing wrong with 
this as long n.s' no one assumes that the model used m the report, and the data 
and research uiM)n which it is built, can give us immediate, relevant laiormation 
for federal policy-makers in 1J)74 or 1975. 

II. COMMENTS ON FINANCIAL UISTRKSS ANU ON THE COSTING IIECO.MMENDATIONS 

This stalf report does not go into these problems. The oonnueiits made by 
Commissioner Ottina and by spokesmen for several asfc'ociation.s, appear to covei 

^^^B^MeSv^y based on national reporting of costs per student ignores 

many differences between tyix^s of Institutions and programs, and could lead 
to efforts on the part of the federal governments or state goveriuiuMits to torce , 
different kinds of Institutions into a system of spendnig the sjuiie amount oL 
monev per student, regardless of diiferences in the institutions. ^ 

The chiipter on financial distress appears to ns to lead to conclusions con- 
trarv to those in the report. Many of the data reported iiuhcated that both 
pubfic and private institutions are in .serious trouble and hat the situation 
mav be worsening. This is partly because of the decline or leveling oft ot en- 
4-olimeut at many colleges, which the report apparently docs not deal witli. 

IIT. OTHER CO.M.MKNTS 

As already stated, the entire report needs a careful page-by-page review by 
specialists in data and analysis. To give a few more examples : 

1 P(i(/e 20.-— This page says that the increase in eollege-going over the past 
two decades is largely due to an increa.se in the percentage of the age group 
going to college. This' raises at least two (,aestions: is this trend continning 
and are present federal programs having a major effect on access? 

Ta response to the iirst point, Br. Glenny's paper notes that the percentage of 
gradnates going on to college has actually been declining in the last fc'W years, 
for a variety of reasons. This apparently began among wbites, but ACI^i data 
for fall 1073 fonnd that the percentage of minority students going on also de- 
clined over the previous year. ^ 

2. Paocs 20^27. — ^I'hese pages point out that while there has. been a modest 
increase in the enrollment of .Htudents with family incomes below $3000 in the 
l)ast five years, there has been no increase in the $3000 to ^loOO group, and a 
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decline above that level. The report indicates that federal and other programs 
reaching the disadvantaged nuiy have helped the very low-income, but may 
not have reached enough of the Ji?3000-ToOO group. (Of course, without federal 
aid there would probably have been a greater decline in this group. ) 

Such data indicates that more student aid is needed, but also helps to make 
a strong case for continuation of low tuition, especially for worlcing-class and 
middle-class students often iueligihle for much student aid. Dr. G fenny in par- 
ticular feels that rising college costs have helped discourage some students even 
from attending public colleges. 

3. Page 3//. — The report appears to accept rather uncritically the Newman 
report figures oii the large number of students dropping out of college. These 
figures have been severely criticized by the American Council on Education as 
inaccurate and misleading. 

4. Page //5ff. — Figures which appear to show declining state support for higher 
education have been criticized in a recent paper by Dr. Carol Van Alstyne of the 
American Council on Education. 

5. Page 138ff. — Public colleges are seen as playing an especially significant 
role in educating students in the .$3000-9999 income groups. This i.s significant 
to AASCU because the emphasis of the report is so largely on the importance of 
student aid rather than low tuit''^u. Table 4-^a on page 141 helps to uuilce the 
same point — that much larger percentages and numbers of students in every 
income class, and especially the l)f*low-$15,000 classes, are to be found in public 
rather than private colleges. 

This table also helps to qualify a statement on page lOS, that students in every 
income class have a '-choice-' of both public and private colleges. Actually, 
while there are many below-^10,000 students in private colleges, the vast majority 
of such students attend public colleges. This again demonstrates the importance 
of low tuition to lower4nconie and working class students. 

G. Page IJfS. — A very substantial majority of all nouwhite students attend 
public colleges. This is even more true if one excludes the traditionally black 
colleges. This is important, because some polic.vmakers have .suggested that 
the needs of nouwhite disadvantaged students are best served by increasing 
student aid rather than by keeping tuition low at public colleges. Their needs 
are best served, it would appear, by both policies. 

Brief Analysis of the report "Financing Postsecondary Education in the 
United States" by the National Commission on the Financing of Postsecondary 
Education. 

[Perspective taken is that of a statewide planner/coordinator or researcher. 
This is not a thorough evaluation because the report was available to me only 
24 hours before these conunents went to pre.ss and there were many important 
changes from early drafts of the report] 



For the immediate future, this report will accomplish two very important 
ta.sks which were not required by the law establishing the Conmiission. It will 
quell some of the fire in the rhetoric currently characterizing the controversy 
between leaders of public and private institutions over tuition levels, and it puts 
in perspective better than before the probable con.sequences of various financing 
proposals whose advocates present a unidiniensional view of their advantages 
and whose opponents tend to do the same for disadvantages. 

The public-private controversy gathered considerable uiomentiun after the 
Carnegie Commission and the Council on Economic Development recommended 
increased tuitions in the public institutions in order to divert students to private 
ones. The report considers the tuition-level problem In a context which includes 
a considerable number of other intervening variables, and thus is able to show 
Home of the great complexity of causes and effects in student fiow among various 
types of colleges and universities. The report seems to find some consequences 
luianticipated by either the advocates or opponents of recommended changes. 

Similar results are achieved in the analysis of the eight "propo.sals" for financ- 
ing postsecondary education. No proposal is a replica of an actual one (no doubt 
for good political reasons), but one or more include the major characteristics of 
those made by Carnegie, the CED, the Education Amendments of 1072, as well as 
those of Freeman, Zacharias and others. In each case the expected result may in 
fact be one of the outcomes, but it turns out to be only one among many results,- 
.some of which would create more mischief than help in solving problenus of insti- 
tutional solvency, student access, and student choice. 



Lyman A. Glenny, 2/^2/7//. 
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The Commission has also provicleu, for consideration, a list of possible national 
objectivoa and a framework for methodical consideration of policy issnes. Not 
much that is new will he found in the report for the experienced state and 
Instltutioiial planner, but much of the conceptual work may be helpful to political 
policymakers, and to iiistitutloiiul governinj^ board members who are likely to De 
less systematic in their decision processes than planners. . ' 

Taking the heat out of the current controversies so that they may be considered 
more dispasssionately and objectively in a broad conte.xt could be and will be 
considered by niany to be adequate justification for the year-long funding of tut 
Oominissioii. So, too, could its attempt to provide national objectives and an 
anulytii^al model. But as a whole, admonishments to obtain better data and to 
use it integrally in policy analysis does not provide the direction or the priorities 
which Congress and the world of postsecondary education expected— some with 
apprehension, others with hope. The only real action recommended by the report 
was - 1) for a national information center to be established^, to gather compre- 
hensive data on postsecondary education and to make if -n^adily available hy 
reports and telecoinputei-s to researchers and policy analysts, and 2) for insti- 
tutions to begin on a voluntary basis and later to be subjected to the requirt^ment 
of reporting unit costs and other data according to national standards, proce- 
dures, and definitions. " ^ i.. i 

The first recommendation grew directly out of the recent reports of national 
HEGIS conferences, of which NCHBMS was the chief sponsor; and the second 
one derived from various of the NCHEMS project reports over the past three 
years 

Yet while the report^ as the Chronicle of Higher Educaiion states, is "greeted 
with support, relief, restrained glee," it also contains elements that will be 
disturbing to both social science researchers and to state planners and coordi- 
nators, if not others. Some of these elements are found in the report itself 
under the title "Comments hy Individual Commissioners'' on page 359 ff., espe- 
cially those of Ernest Boyer (p. 361) and of Ruth C. Silva (p. 385). My own 
summary of disturbing elements follows : ..-...^^ 

DATA BASES AND THE ANALYTIC MODEL 

1. The data' reported are from a variety of sources, some of which are reliable 
and some not, although the data are handled and presented as if they were com- 
patible, comparable, and valid. The same data bases apparently were used to 
drive the Commission model and analyze the alternate finance plans. The analytic 
results are at times reported to the hundredths of one percent, yet the data 
inputs— esixjcially from HEGIS— have been reported at the annual HBGIS con- 
ference as being off by as much as 20 percent or more in several of the major 
reporting categories. 

2. The assumptions built into the analytic model are far from clear. Indeed, 
anyone who has developed such models or used "available" incompatible data 
to test them knows that literally hundreds of assumptions and arbitrary ad- 
justments must be made, each of which has consequences (some minor, some 
major) for the outcomes produced. The reported outcomes on the alternative 
plans are thus highly suspect, especially when differences of a few percentage 
points are shown. Some of the concern about assumptions may be allayed by the 
pending staff report on the analytical model, but it seems unlikely that questions 
will be answered relating to the age, accuracy, and compatibility of the data 
used. 

3. The statistical analyses programmed into the model are not revealed to 
the reader. We do not know the degree of simplicity or sophistication of the 
techniques which are used, but must assume that those most appropriate for 
projecting and for Isolating the impact of important variables were employed. 
Commissioner Sllva questions the methodology. If she is right about the tech- 
niques employed, then one has added rea.son, beyond dirty data inputs, to ques- 
tion the validity of the results reported in relation to the effects of tuition in- 
creases on enrollments, as well as those reported for each of the altenmtiVe 
models. 

4. The analytic model as well as other analyses in the report use Office of 
Education projections of enrollment. The known historical error in these pro- 
jections should give pause to their use for estimating the impact of financing 
plans on enrollment shifts among iustitution.s. Even the revised Carnegie Com- 
mission projections (which I believe will prove over-optimistic) would have 
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been an iiiiproyenient over those used. At no place in the report does one find 
reflected the major downturn in college-going rates hy 18 to 21-year-olds result- 
ing in the current leveling of Enrollment, especially FTE, while the actual nuniher 
of college-age youth Continues to rise. At one point the report seenia to say 
that it used the trend data on enrollment from 1960 to the present as the basis 
for its estimates in the analytical model. If so, that average will be greatly 
skewed toward increases rather than decreases in enrollment, and thus affect 
the outcomes of the alternative models. 

5. Tlie analyses of the alternative finance plans make a series of questionable 
assumptions, some of which Silva cites. Beyond her reservations is the lack of 
analyse.? in which is introduced consideration of student choice in a period of 
declining enrollments such as we have recently experienced. It appears from the 
recent record that, while state colleges lose enrollment, the community colleges 
continue to Increase. It also appears that the older and move prestigious univer- 
sities maintain or Increase enrollments regardless of general declines in the 
totality of higher education. This point is raised here only to show that the 
model is indeed, as Ruth SUva asserts, a "simplistic" one. The reix)rt is very 
careful to state that data in relation to program change and other institutional 
responses to policy change and student enrollment shift are simply not avail- 
able and were not considered. Thus, critical factors known to be determinative as 
enrollments turn downward were not included in the assumptions. 

While the report clearly states that the analytical model omits these other data 
elements, any one of which may be ,more Important to enrollment shift.s than 
most variables included In the model, it nevertheless proceeds to report tlm out- 
come data in s;ome detail, aud to two or more decimal points. It sums up by 
reaching conclusions on each of the plans "analyzed." Moreover, it provides 
''generalizations*' about the effects of tuition increases,, enrollment shifts, tar- 
geted student aid and eligibility ceilings based solely on the outcomes from the 
simplistic matheimatical model. This is very misleading since so much attention 
is given to them In the report and will no doubt lead to great controversy as 
other research analysts feed different, but just as valid, assumptions into the 
mathematical model. It seems likely that any tempering of argument over 
various finance plans will be lost quickly as new analyses are made using the 
Commission's own model. 

6. The federal governjnent is to Contribut^j funds for the cost of switching to 
the standard procedures, and the Commission suggests that the awarding of un- 
defined grants^ or awards be inade on condition that the Institution reports its 
data and unit costs. Should the system be set up. If at all, on these conditions? 

NATIONAL STANDAimS AND UNIT COSTS 

Congress asked tho Commission to come up with a plan for standard reiwrt- 
ing procedures. This the Commission has done. Tet the call for national ,stan(l- 
ards in reporting unit-cost data on which the Commission places Its greatest 
emphasis seems ill-founded for aiding decisionmakers on policy matters, and pos- 
sibly detrimental to the Interests of particular state systems or oven regions. 

7. At the beginning of Chapter 8 on national standard procedures, the Com- 
mission presents variou.s reasons why unit costs ^^ill be helpful to policymakers. 
Yet the report places its emphases in Chapters 6 and 7 on building an analyti- 
cal framework and mathematical model without mentioning the role which unit 
costs would or could play. Moreover, the major i)olicy issues of most concern 
to the policymakers are the finance plans, their advantages, disadvantages, ob- 
jectives, and possible consequences. The Commission recognized this, for it 
focuses a good deal of Its work on these subjects. However, In the analy.ses 
of the.se major policy matters, no mention wrs made of unit costs as being of 
great Import. Indeed, the Commission does not show how unit costs would rojiUy 
help i)ol icy makers on such major issues. It does indicate that cost data may he 
useful for state and institutional allocations, and would be good for accountabil- 
ity purposes, providing we had some measures of outcome against which to nse 
unit costs. Outcome measurements other than those already in use seem a long 
time away, if we ever do develop some acceptable ones. Thus, for the foreseeable 
future the major users of unit costs would continue to be tlie state coordinators 
and the institutional people. 

The question which I raise is one of policy. Do the state coordinators want a 
national .system of unit cost reporting with standard procedures? Do state legis- 
lators? Why? What nse would really he made of tliem? I raise tliese questions 
because I believe that the period in onr historj' when unit costs could have had 
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X)rime usefulness lias already passed, and that those states whieli wish to use 
unit costs for allocation ami program purposes have already developed systems 
(in some cases the NCFIEMS model) for these purposes. Illinois, in 19C4, was 
doing what the NCIIE^IS procedures would have other state systems do in 3974. 
National standards in some states will call for nuijor revisions in both the 
reporting and accounting systems of the state institutions. Are tlie resulting 
.standard data going to be worth the trouble and cost? Also, some state systoms 
have built into their cost procedures .sets of assumptions wliicli are contrary to, 
or at least at major variance with, the NCHEMS model. Do tliose states wish 
to adopt different assumptions? 

8. Moreover, the Commission states that the standard unit cost procedures 
now available apply only to the state colleges and liberal arts institution.s, and 
not to community colleges nor to the comi)lex university. It has talcen over three 
years to develop the proceilures now available from a base ol' experience going 
back 20 years. It seems unlikely that there can be agreement on the allocation of 
costs in the complex university. Different value .systems and perspectives — not 
technical prohlcnus — have prevented such agreement until the present time, and 
no new avenues leading to agreement are suggested i)y the Counnission. Assum- 
ing that nnit-cost procedures could l)e developed for connuunity colleges, wonld 
it be worthwhile setting up national standard unit costs for all institutions save 
the nnivcrsitiea? AVlmt again at the possible changes in reporting and accounting 
procedures, and the comparability of them across all institutions for state 
purposes? 

9. Lastly, on this point: Unit costs may not be particnlarly useful in the next 
decade or so when enrollments are dropping in nuniy institutions. Falling enroll- 
ments will mean rising unit costs, but generally, knowledge of those costs arc 
unlikely to determine whether a program or an institution continues in existence. 
Rather, political and social determinants will decide that issue, just as they do 
now where unit costs are already known. Too, the new modes, means, and tech- 
nologies available for instruction rai.se many questions as to what a **unit" really 
is. Also, the growing number of extended and nontraditional programs, integrally 
part of an institution's operation, create problems in validly converting such 
experience to credit hours by various proxies (hot the real thing) and fictions. 
Tlic allocating of faculty direct costs to the fictional unit, and then allocating 
overheads to direct costs, becomes an exercise in futility. These trends are 
already upon us and seem destined to umke a greater share of postsccondary 
experience little amenable to unit costing, using current "standard procedures." 
Tlie Commission states in its reservations about the use of unit costs that "the 
comparable program and activity data needed to complement and help interpret 
per-stndent cost data are not now available and probably will not be for some 
time to come (p. 325)." Wiiat position should institutions and states take on 
the federal adoption of standard procedures for reporting unit costs? 

TIIH XATIOXAL INFOR^rATION CENTER EOIl POS'I SECONOAUY EnUCATION 

10. The earlier drafts of the Counnission report kept open tlu* question of 
where the Information Center would be located— in or out of tlie government. 
The final report docs not mention the several options listed in the early drafts, 
but says that ''It is not important that this center be public or private, a new 
agency or one that exists now." The Chronicle of Ilif/her Editcotiou. reports that 
the O'e has already made a contract with the Rand subsidiary in Santa :^Iouica 
to cariT out certain uiulefined duties. Wliat arc they? Is this in itself not a policy 
i.ssue which should have discussion and public determination? It amy be that tlie 
contract is only temporary and that the i.ssiics will be public, l)ut the report 
does not say so. I believe that the nature, location, and powers of the center 
would be of considerable interest to SIIEEO (state coordinator) niem])crs, as 
\xcl\ as institutional leaders. 



Technology ^lANAGE>rENT iNcouroaATEO, 

Wdshhifjton, B.C., Fchniury 21, lOIJf. 

^U. H. Reed Saunoeus, ^ , „ , « 

Deputy Assistant CommiJisioyier of Planning, Budf/ctmfj, and Evaluatwu, U,S. 
Offiee of Edueation, Wdifhington; D,C. 
Deak i\Iu. RArNOERS : Technology :\Ianagemeiit Incorporated (TMT) was asked 
to evaluate the conceptual soundness of the analytical model described in Chaiv 
ter 7 of the report of the National Commission on the Financing of Postsccondary 
Education. This letter, our oral presentation on February 2^, 1974, and the bricf- 
^ inc outline of the oral presentation, Attachment A, comprise TiSIT's evaluation 
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of the analytical model. Attachment A outlines our evaluation. The important 
IM)iiits in our evaluation are : 

• For the limited purpose of examining the impact upon iwstsecoiulary enroll- 
ment and costs of incremental changes in net student charges (tuition plus com- 
pulsory fees minus aid), the model is conceptually acceptable. One can raise tech- 
nical objections, hut for the limited purposes for which the model is useful, the 
objections would not alter the major results. 

From a public policy point of vi€W, the model itself is insignificant and it 
received far more attention in the report than it deserves. What is significant, if 
true, is the data from economic research studies which, according to the param- 
eters in the model, state that enrollment in the broad institutional categories of 
l)ostsecondary education is quite insensitive to changes in the net student charges. 
Page 442, footnote 2, lists these research studies. 

Tlie model was improperly used to examine the enrollment and cost impact 
of large changes in net charges to the student without any caution to the reader 
of the report. Neither the linear model structure nor the data in the model justify 
such a use of the model. 

The analytical model is simple and inexpensive to construct, but appropriate 
to its limited purpose. It is an ordhmry model to be expected in the support of a 
Commission such as this. 

The Commission did not really understand the role of a model as evidenced 
by it.<; naive view of an "ideal" use of a model, by its overemphasis upon the mqdel. 
and by its failure to identify the research results, i.e., the enrollment impact of 
net student charges instead of the model, as being significant to public jwlicy. 

Tlie description of model purpose, structure, limitations, input data, and out- 
put results did not meet standards for publication in a professional journal. 

I recommend the following : 

The model be removed from any computer system to prevent its use by people 
Who lack understanding of models and 'their limitations. 

A report describing the model in detail he written and a listing and machine- 
readable source code be stored In the archives of the National Commission. 

Research into the determinants of student enrollment be continued and exist- 
ing results be confirmed or replaced. 

This was a most interesting assignment. We trust that the evaluation will he 
of use to you. 

Very truly yours, 

Carl V, Swan son. 

Enclosure. 

ATTACHMENT A 

OtTTLINB 

Review of the Analytical Model from Reiwrt of the National Commission on the 
Financing of Postsecondary Education 

I. The Analytical Model and the Analytical Framework described in the report 
are separate and very different 
n. Descriptions of the Analytical Model 

1. Simple representation of how student enrollments by 11 income cla.ssifica- 
tions change with net charge to students in 9 different categories of post- 
secondary education. However, the table On page 250 lists only 3 income 
categories. 

2. Linear representation of price impact ou enrollment implies that the 
model can be used only for incremental analysis, i.e., to examine the enroll- 
ment impact of modest changes in the net charge to students. While I oan't 
defend the number without further analysis, modest seems like Jf300 or less 
to me or up to i^^OO for high tuition schools. 

3. Steady state model— the 1077 and 1080 representations are misleading. 

4. Limited Purpose 

a. investigate enrollment and institutional cost impacts of alternative 
financing plans, 
fb. incremental financing program change, 
c. broad category analysis. 

5. Data on effect of iiet charges is apparently satisfactory (from a limited 
sample), but impaet of work-study and loan programs upon enrollment is 
unknown. 

6. Postsecondary institutions are represented in 0 broad categories which 
do not examine considerable differences in student body, finances, or puri^ose 
among the institutions that make up the category. 



